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• SCOPE AND DEFINITION 

^1. Definition.— Indian Economics may be described as a study of the prin- 
cijxil economic problems in India with an analysis of their probable causes 
and oi: any measures that have beeVi or' might be taken to deal with them. 
It is a study of the economic position of the country from the national 
point of view. An examination of the economic position of the country 
will naturally Iead«to a criticism or appreciation of public policy in India 
and to the formulation of schemes for effecting impBoveirfents in that eco- 
nomic condition. The point gf view throughout being national,' the object 
aimed at will be, •first and last, the material advancement of the Indian 
people. Sir John Strachey, presenting his Financial Statement in 1877, 
repudiated the doctrine that it was the duty of the Government of India 
to think of Indian interests alone, and confessed to the sentiment that 
there was no higher duty in his estimation than the duty which he owed 
to his own country. This was really an echo of the old colonial policy 
whiaJV regarded the overseas possessions of*EngIand ds primarily intended 
fo serve English interests. With the attainment of political independence, 
it is obvious that, like the other self-governing Dominions, India will now 
be at liberty to shape her policy as she thinks best in her own interests, 
even if she chooses to remain a member of the Commonwealth. 

§2. A second possible meaning.— The appropriateness of the terra Indian 
Economics as defined above is sometimes questioned, among other grounds 
because it is likely to suggest other meaning^ than the one generally 
adopted. However, in justification of one particular use of a given term it 
is really not necessary to prove that it is incapable of bearing other meat^ 
ings as well. As a matter of fact, the tenn Indian Economic^ is capable of 
yielding at least two other meanings. lit the first place, it may mean the 
history of Indian economre thought from the earliest times to the present 
day.' Possibly such a history would make rather uninteresting reading since 
there is no continuous development of thought to trace— no movement of 
thought to record— and the ideas held in one century were more or less 
the ideas held in the succeeding centuries, until we reach quite recent times 
when we. have to reckon with Western influences. It is also likely that such 
a history would be discontinuous in the sense that it would hiave to be fre- 
quently i^unctuated by admissions of ignorance. For,- as things stand at 
present, we know next to nothing about the prevalent conditions and 
modes of thought of many pcricKls of our past history. These objections, 
however, need not prevent us from using the 'term Indian Economics in 
the sense of a History of Indian Economic Thought (though confusion, 
may be easily avoided by making use of the fuller term when this sense 
is to be conveyed). 



2 INDIAN ECONOMICS 

§3- A third interj3iretation.~Similarly, so fajr as it is merely a question oE 
language, Indian Economics may also be taken to mean a novel system 
ol economic doctrines, different as they would be from those current in tlie 
West, if it were true that Indian society and conditions aSe so fundamen- 
tally opposed to Western society and conditions that the usual basic assump- 
tions of Political Economy are entirely inapplicable in this country. FIow- 
ever, as there is no such* thing as ‘,an altogether new science of Economics ’ 
created ‘ out of Indian materials the,,tenn Indian Economics will never 
actually be required for this particular use. Human nature in India is 
essentially the same as in the West, and the fundamental presuppositions 
on which the science of Political Economy is based h6ld good in India as 
elsewhere. If ill the West the motive of self-interest is considered suffici- 
ently strong and continuous in operation to --serve as a basis for the science 
of Economics, there is no reason why we in India sho'uld have to assume 
that people are normally moved by the altruistic and not the economic- 
motive. Similarly, with regard to the other assumptions, such as that of 
free competition, mobility of labour and capital, etc., although perhaps 
they cannot be made with the same confidence with reference to Indian 
conditions as in the West, they are nevertheless sufficiently valid to make 
the general principles of economics, as elaborated by Western tlrilikers, 
of great value in understanding the economic problems of India; and 
Western experience in the domain of practical economics is full of valu- 
able lessons for India. 

Since human nature eveiywhere is the same and the science of Econo- 
mics is based upon certain universal characteristics of human nature, there 
can, indeed, be only one Economics, as there is only one Mathematics, one 
Physics, one Chemistry, etc. If a stitdent, therefore, who is acquainted with 
Western economic theory takes up a book on Indian Economics in the 
hope of discovering an altogether new set of economic theories he will be 
■“^disappoi-ited. At the most, he Avill rise from his study with a fuller realiza- 
tion of ‘ the unity of the substance of Economics under vaiyiug forms ’ 
(Marshall) and also with his sense of Che relativity of economic doctrines 
wholesomely strengthened. *■ 

§4. Indian Economics: a separate subject of study.— But the admission that 
there is only one science of Economics does not preclude us from holding- 
that a separate study of the economic conditions in every country is not 
only justifiable but indispensable. It is quite clear that in the absence 
of such a study economic policy is likely to be mistaken, and detrimental 
to the mie interests of the country. This is what we mean when we say * 
that Indian, Economics must be regarded as a separate subject for study. 
We must not, however, make the mistake of supposing that the study of 
economic conditions in India somehow stands on an cntiiely different 
footing from a similar study in other countries. 

§5. Indian economics not merely an exposition of economic principles 
-with Indian illustrations.— It is possible to treat the different problems of 
Indian Economics under the usual headings of Laud, Labour, Capital, Pro- 
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duction. Distribution, Exchan^, etc.: Such an order of treatment, however, 
should not lead us to imagine that Indian Economics is merely an exposi- 
tion of economic principles with facts of Indian economic life thrown in 
merely by way .of illustrating theory. Economic theory with Indian illus- 
trations would no doubt be more easily assimilated by the Indian student 
than theory with illustrations drawn from unfamiliar conditions. This, 
however, has no title to be called Indian Econoftiics, which is a realistic 
study wholly concerned witli the ^acts and problems of Indian economic 
life, reference to economic theory proper being relevant only in so far as 
it helps the understanding of these facts and problems. 

Such a separate sfudy with reference to India, we call Indian Economics, 
as we may well call a similar study of British conditions **by the name of 
British Economics. Treatises dealing with the different aspects *of British 
economic life, such'as Banking, Currency, Transport, Agriculture, may be 
spoken of as belonging to British Economics. 

§6. Ranade’s valuable work.— During the greater part of the nineteenth 
century, Government policy in this country was unduly doctrinaire and 
professed to be guided by universal principles of Political Economy as ex- 
pounded in popular English textbooks, forgetting the hypotlietical char- 
acter^of the laws of Political Economy. Because free trade was good for 
England, it was urged that it must be good for India also. Because laissez- 
faire was on the whole best suited to English conditions, it was argued 
that it must be equally beneficial to India, in spite of the fact that in India 
the spirit of private enterprise was practically non-existent or very feebly 
developed. The appeal by Government to the conclusions of economic 
theory was sometimes honest and at other times disingenuous. And in the 
judgement of many thinking people Government policy in economic mat- 
ters did not serve the true interests of India. It was attacked by politicians, 
who roundly accused the Government of sacrificing Indian national inter- 
ests to promote imperial or British interests, and it was also att^ked by'*"~^ 
economists, the foremost among whom was the late Mr Jdstice Ranade. 
Ranack pressed the attack, from the economic point of view with his ac- 
customed erucKtion and in words unmatched, at least by any other Indian 
writer, in ie.spect of vigour and brilliance. He set himself the task of prov- 
ing that many of the a.ssuniptions at the back of all dogmatic treatment of 
the subject of Political Economy were inapplicable to India, and that 
jjublic policy, if it was really to further the economic development of the 
country, could not afford to ignore the many peculiarities exhibited by 
ic='‘^lndian conditions. In the following oft-quoted passage he points out what 
he considers the important distinguishing characteristics alleged to have 
been disregarded by the Government. ‘As these assumptions [Ranade is 
referring to assumptions such as enlightened individualism, free competi- 
tion, mobility of labour and capital, etc.] do not absolutely hold good of 
even the most advanced societies, it is obvious that in societies like ours, 
they arc chiefly conspicuous by , their absence. With us an average indivi- 
dual man is, to a large extent, the very antipodes of the economical man. 
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The family and the caste are more powerJ^il than the individual in deter- 
mining' his position in. life. Self-interest in the shape of the desire of ■wealth 
is not absent, but it is not the only nor principal motor. The pursuit of 
wealth is not the only ideal aimed at. There is neither tlie desire nor the 
aptitude for free and unlimited competition except within certain pre- 
determined grooves or groups. Custom and state regulation are far more 
powerful than competifion, and status more decisive in its influence than 
contract. Neither capital nor labour is mobile, and enterprising and intelli- 
gent enough to shift from place to place. Wages and profits are fixed, and 
not elastic and responsive to change of circumstances. Population follows 
its own law, being cut down by disease and famine, ‘•while production is 
almost stalionafy, tlie bumper harvest of one year being needed to provide 
against the uncertainties of alternate bad seasons. In a society so consti- 
tuted, the tendencies assunied as axiomatic, are not only inoperative, but 
are actually deflected from tlieir proper direction. You might as well talk 
of the tendency of mountains to be washed away into the sea, or of the 
valleys to till up, or of the sun to get cold, as reasons for our practical con- 
duct within g, measurable distance of time.’^ 

§7. Western economic theory and Indian Economics.—In uttering his ener- 
getic protest against the blind imitation in India of the economia^policy 
found suitable in the entirely different environment of nineteenth-century 
England, Ranade did a great service to his country. But, contemplating his 
words at this distance of time, it must be admitted that he seems to have 
been partly responsible for giving currency to the notion that Western 
economic theory was utterly useless in interpreting economic phenomena 
in India and indicating methods of economic progress. So far as Ranade 
himself was concerned, i,t may well be urged that an overstatement of the 
case was necessary foirpurposes of practical emphasis and effectiveness. The 
Government did in tho.se days profess an exaggerated respect for classical 
Political Ecopomy, for which they seemed to claim universal authority, and 
sometimes tire only way of correcting exaggeration in one direction is 
overstatement in the opposite direction. Ranade wrote at a time when the 
habit was common of appealing with overmuch confidence to the so-called 
eternal laws of Economics to settle practical questions, without adequately 
realizing the necessity of guarding theoretical conclusions by historical and 
inductive study so as., tp ascertain the extent of their applicability to a 
particular human society. Ranade’s work in India bears a clpse resem- 
blance to the parallel adrievement in Germany of Friedrich List, who in his^:,^^ 
National System 'Of Political Economy (1842) protested emphatically 
against the dogmas and the so-called universal truth of classical Political 
Economy. Mt was particularly against the cosmopolitan principle in the 
modern economical system tliat he protested, and against the absolute 
doctrine of free trade, which was in harmony with that principle, tie gave 

1 See ‘ Indian Political Economy ' in M. G. Ranade, Essays on Indian Economics, 
second edition, pp. I0--11. 


SCOPE AND DEFINITION 


prominence to the national id^> and insisted on the special requirements 
of each nation according to its circumstances, and especially to the degree 
o£ its development.’! In fact, Ranade drew his inspii'ation principally from 
the writings of -List, and in his generation he performed for his country 
the same kind of valuable service that List did for Germany. However, he 
set the fashion in this matter, which has continued much beyond its proper 
time. There is, for example, much less justification for the opinion that is 
sometimes advanced even today that hardly any of the assumptions of Poli- 
tical Economy are applicable to Indian conditions and that ‘ the great 
hedonistic principle requires not merely tinkering modifications here and 
there; it ceases to be serviceable altogether in India Opinions of this 
character sometimes lead people to suppose that a special ^tudy of Indian 
economic problems requires an altogether new economic technitjue. As a 
matter of fact, however, in dealing with Indian economic problems we 
have to invoke the a’id of Western economic theory at every step. Also, since 
Ranade wrote, both Political Economy and India have changed their char- 
acter. Political Economy has learnt properly to emphasize the hypothetical 
nature of its conclusions and has become chary of claiming universal vali- 
dity for them.® It has also become more hximan and practical &y modifying 
its assumptions so as to bring them more into accord with actual condi- 
tions, and by losing its old-time artificial simplicity it has vastly increased 
in usefulness. Indian conditions have also undergone a very considerable 
change and are tending to approximate more and more rapidly to Western 
conditions. 


1 Article on F. List in Encycloptedia Britannica, eleventh ..edition. 

2 Sec P. .'Viistey’s p.nper before the Third Indian Economic Conference at Madra.?, 1926. 

3 ‘ The theory of Economics docs not furnish a body of settled conclusions immecli-» — . 
ately applicable to poliq'. It is a method rather than a doctrine, an jpparatus of the 
mind, a technique of thinking which helps its po-ssessor to draw correct conclusions.'- 

J. M, Keynes, General Introdiistion to the ‘ Cambridge Economic Handbooks ’. 



CHAPTEk II 


INDIA’S PHYSICAL ENVIRONMENT AND 
NATURAL RESOURCES 

Natural resources an^ their imjportance.— The important role played by 
natural resources in detennining the e 9 anomic life of a nation can hardly 
be exaggerated. Even in the caise, of England, as J. S. Nicholson observes, 
‘ in spite of the predominance of her trade and her manufactures, natural 
conditions an; of primary importance. The coast-line ttod rivers, the proxi- 
mity of rich cotTl and iron fields, the temperate, moist climate, and the fer- 
tility of 'fhe soil are still the foundations (?f the wealth of the nation ’.i 
And although with the growth of knowledge and intelligence the mastery 
of man over nature may increase, there are definite limits to this process 
and, iii the last re.sort, man must depend upon the materials and powers 
of nature. We shall, therefore, begin our inquiry into the economic posi- 
tion of India Jty a brief description of her physical environment. 
i^2. India : area and populatiqn.— India proper (after the separation of 
Burma as a result (if the Government of India Act of 1935) has an '.if’ea ()f 
1'62 million square miles and a population of 389 million according to 
the census of 1941. The length of the country is about 2,000 miles from 
north to south and 2,200 from east to west. India is thus a world in her- 
self, being nearly IS times as large as the British Isles and almost equal 
in area to the whole of Europe excepting France and Russia. She has a 
very extensive land frontier of about 5,000 miles, and the length of her 
coast-line is roughly 4,000 miles. India is therefore rightly regarded as a 
sub-continent. 

§3. Geographical location.— Geographical location, at all times important, 
becomes- in crctisingly so in the later stages of economic development. India 
occupies a liighly favourable situation as regards the rest of the world for 
purjjoses of international trade. She stands at the veiy centre of the fastern 
hemi,sphcre and commands trade routes running in all directions. On 
account of her extensive seaboard the sea. routes arc by far the most im- 
portant, and if .she is provided with the requisite maritime equipment, she 
bids fair to hecomc one of tfie principal carriers of the world’s trade. 

1154 . Deficiency of harbours.— One of India's handicaps is the delicieilcy of 
natural harbours .such as would -accommodate modern ve.ssels. The por|s 
on thewestern coast with the exception of Karachi, Okha, Bombay, Mar- 
magao and Cochin are practicallyt closed to traffic throughout the monsoon 
period. The east coast is surf-bound and without any natural harhvnir.s. 
I’he harbotir of Madras, however, has been greatly improved by an e-xten- 
sivG outlay on the comstructiou of sea-walls. The extension and improve- 
ment of tlie Vizagapatam harbour may be mentioned as another effort 


■ Principles of Political Economy, vol. I, p. 66. 
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to overcome the difficulties arising from the absence of indentations on the 
cast roast. Calcv.tta, although *otIierwise admirably situated, suffers from 
the bars which tend to form in the Hooghly, and Chittagong is in a similar 
ease. It is, therefore, easily understandable why the bulk of India's foreign 
trade is confined to four ports, namely, Calcutta, Bombayj Madras and 
Karachi, of which Karachi and Bombay are tire only natural harbours. The 
need for a vigorous jrolicy calculated to ina-easa the number of suitable 
harbours and involving the constrtjctidn of new harbours as well as the 
revival of old neglected ones in oi^er to cater effectively for the coastal as 
well as the foreign trade, is clearly indicated in view of the present un- 
satisfactory positioiv The shipping position also gives cause for much dis- 
satisfaction as India has hardly any mercantile mariije of«her own worthy 
of her old traditions of maruime activity. .■ 

§.5, Inland commuirications.— The principal ports of India are already con- 
nected with internal trade centres by a network of railways and roads.i 
The position in regard to internal communications is easier in northeni 
India than in the peninsula. Apart from the possession of navigable rivers, 
the great plains of northern India lend themselves to easy construction of 
roads and railways, unlike the peninsula, where the rugged 'atid mountain- 
ous jSfiture of the country presents great obstacles which can only be over- 
come at great expense. The contrast with respect to river navigation be- 
tween the peninsula and northern India is strikingly in favour of the latter, 
The whole transport situation is discussed at greater length in volume II. 

§6. Attempts to overcome disadvantages of physical location.— Referring to 
the possibility of overcoming the disadvantages of physical location, Selig- 
man speaks of a threefold improvement, namely, as regards (i) transporta- 
tion of men and commodities, (ii) transmission of power, and (iii) com- 
munication of ideas. We have just touched upon ffie first of these topics. 
The question of transmission of power receives treatment later on in this 
chapter (§43). As regards communication of ideas or intelligence,, the posf; — ' 
the telegraph, the telephone and the wireless have gone a loiig way towards 
reducing the significance ,of geographical location and have become im- 
portant adjux^cts of modern, trade and economic activity. Some of these 
agencies, like the post and the telegraph, are now sufficiently familiar and 
■widespread in India, and have, in conjunction with improvements in trans- 
port, transformed in many ways the econbmic life of the country. The 
isolation of the village is largely a thing of the past, as is the isolation of 
the country as a whole from the rest of theworld. India is, howevc!-, still 
l^ackward in the use of wireless for the spread of commercial intelligence, 
while the lelei:)hone has as yet scarcely been pressed ii^lo service except in 
the larger towm. 

§7. Three well-marked divisions of India.— India falls into three well- 
marked divisions ; (i) the peninsula of India embracing the country lying * 
south of a line stretching from Karachi to Delhi, and from Delhi to Gal- 

1 1'or the principal trade centres in India, see vol. II, ch. vi. 
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Gutta ; (ii) the Indo-Gangetic plain between the j^eninsula and the Hima- 
layas, forming the most extensive sheet o£ fevel cultivation in the world i 
and (iii) the Himalayan range overlooking the Gangetic plain. 
tjS. The peninsula.— This is an elevated plateau .separated, ironi the .Indo- 
Gangetic plain by the Vindhya and Satpura ranges, a line of low hills and 
scarps. It is flanked by coast ranges known as the V\''cstern and Eastern 
Ghats, of which the Weetern Ghats are much the more considerable and 
form a gigantic and continuous se5-waK, pierced by no valleys of any size 
and unbroken except for a very curiouS gap two hundred miles from its 
southern extremity. The Eastern Ghats are much less formidable and are 
interrupted by broad valleys which lead to the drainage of the peninsida 
into the Bay ofeBepgal by rivers like the Malianadi, the Godavari, the 
Krishna trad the Cauvery, There is only a narjrow strip of land between the 
Western Ghats and tire sea on the ocean side of the Bombay province, a 
fact which makes penetration inland on this side from the sea difficult, 
and even the monsoon clouds are compelled to deposit their moisture on 
the mountainous barrier, making the inland region peculiarly liable to 
drought and famine. There is, however, coirsiderablc space between the 
Eastern Ghats and the coast. Over the lower sea-walls of the Eastern Ghats 
the moiisoon can sweep inlandf moi-e easily, and consequently the csfetern 
parts of the peninsula, enriched by its rivers providing much low-lying 
fertile soil, support a dense population and are comparable in this respect 
to the plains of the riorth. 

The surface of the peninsula is generally uneven and rocky with more 
or less forest-clad hill-peaks and ranges, and it affords many contrasts in 
vegetation and scenery. In the east, the low hills look down upon stretches 
of riceland ; to the west, as the land rises— for the ireninsula tilts like the 
roof of a house from rvest to east— and the regions of comparatively scanty 
rainfall are readied, rice gives place to millet and cotton grown on broad 
’"-treeless tablelands. 

§9. The Indo-{jangedc plain.— This is entirely composed of rivers and silt, 
and is traversed by two great river systems tending in two direction;* Tire 
five western rivers which give tlie Punjab its name flow drAvn the lower 
reaches of the Indus into the Arabian Sea. Seven other large rivers to the 
east, including the Ganges and the Jumna, similarly unite in the Gange.s 
to reach the Bay of Bengal. As they approach the sea, their waters are 
mingled with those of the Brahmaputra which flows from the east down 
the valley of Assam. The silt borne by the watei's of these rivers is gradually 
enlarging an extensive delta at the head of the Bay of Bengal, upon which 
is situated the city 6f Calcutta. 

§10. Himalayan and peninsular rivers.— The tlimalayan rivers are as a rule 
perennial, as they receive a plentiful supply of water even iu summer from 
the melting of the Himalayan snow. Flowing through broad basins, they 
form large tracts of rich alluvial soil on either side. It is no wonder, there- 
fore, that their fertile basins have been the seats of the ancient Aryan civili- 
zation and even todciy play the role of the natural granaries of tin; country. 
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Some ot them, like the Ganges and the Indus, are navigable and served 
as great carriers cut' commerce in the pre-railway days. They are also the 
feeders of those important productive irrigation works on which the pros- 
perity of the Punjab, Sind and the United Provinces so largely rests. The 
peninsular rivers, on the other hand, wdiile they flow in torrents during 
the monsoon, shrivel up into mere puddles during the hot weather. Many 
of them cut their way through deep gorges, makifig navigation impossible. 

A different, and more costly system of irrigation vmrks, necessitating the 
construction of huge reservoirs in their valleys to store up the rain water, 
has had to be devised to overcome the periodical deficiency of xvater from 
which they suffer. • 

§11. The .Himalayas.— The Indo-Gangetic plain is dominated by the Plima- 
layas, some of whose peaks rise to a height of 30,000 feet. The "flimalayas 
account for 1,250 miles out of the total leng^i of over 2,000 miles of the 
great mountain ranges which cut off India from the rest of Asia. It is the 
melting of the snow of the Himalayas which contributes the necessary 
tvater-supply to the great rivers that irrigate the plains of northern India. 
At either end of the Himalayas there is an abrupt change in the trend of 
the mountains. They run north and south instead of east and wek, and 
form^»with the Himalayan chain, a three-sided barrier shutting in the 
plain of India from Afghanistan, Baluchistan and Burma. Apart from their 
political significance as an impregnable barrier, the Himalayas exercise a 
dominating influence on economic conditions by their effect on rain, 
winds, heat, cold, moisture and vegetation. 

§12. Physical and climatic contrasts.— The physical and climatic contrasts 
between one part of India and another are veiy great. ‘ In the north rise 
magnificent mountain altitudes bound by snow-field and glacier in eternal 
solitude. At their feet lie smooth wide spaces of** depressed river basins 
either sandy, dry and sun-scorched, or cultivated and water-logged under 
a steamy moistiu’e-Iaden atmosphere. To the south spreads ,a great central” 
plateau, ivhere indigenous forest still hides the scattered clans of aboriginal 
tribes'; flanked on the west by the broken crags and castellated outlines of 
the ridges overlooking the Indian Ocean, and on the south by gentle, 
'smooth, rounded slopes of green uplands.'! ‘To one, for instance, who has 
gained his knowledge of India in lower Bengal, India is a country of al- 
most constant heat and damp, luxuriant vegetation, rivers, tanks, rice 
fields, and coconuts, with few cities, and densely inhabited by a mild and 
timid 2 ^opnIation.’ Transfer the scene to Agra or Lahore, and ‘ instead of 
one of the dampest and greenest countries of the earth jve find in the early 
summer one of the brownest and most arid— a country scorched with winds 
like the blast of a furnace, witli a cold and bracing winter climate ; instead 
of the tropical vegetation of Bengal we find .thousands of square miles 
covered rvith wheat and barley and the products of the temperate zone.’^ 

Imperial Gazetteer, \ol. Ti, p. 1. 

2 Sir J. Striichey, India, its Administration and Progress, ioaxth edition, pp. 3-1, 
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It is ii country with famous cities and splendid monuments containing a 
strong and virile population. <• 

Meteorologically, India presents a greater variety of conditions than 
probably .iny other part of the world, combining tropical "and temperate 
region conditions in a most remarkable manner. ‘ It is influenced from 
ontsick; by two adjoining areas. On the north, the Himalayan range and 
the plateau of Afghanisttm shut it off from the climate of central Asiti, 
and give it a continental climate, the characteristics of. which are the pre- 
valence of land winds, great dryness of the air, large diurnal range of 
temperature, and little or no precipitation. On the south, the ocean gives 
it an oceanic climate, the chief features of which are great uniformity of 
temperature, simll diurnal range of temiaerature, great dampness of the 
air, and more or less frequent rain. . . . In the cold season the mean 
temperature averages about thirty degrees lower in tire Punjab than in 
southern India. In the Punjab, the United Provinces and northern India 
generally the climate resembles that of the Riviera with a brilliant cloud- 
less sky and cool dry weather; . . . . In south India it is warmer on the 
west coast than on the east, and the maximum temperature is found round 
the head-watdrs of the Krishna. Calcutta, Bombay and Madras all possess 
the equable climate that is induced by the proximity to the sea, but Ca^Cutta 
enjoys a cold season which is not to be found in the other presidency towns, 
while the hot season is more unendurable there.’^ 

gI3. Seasons in India.— The hot season begins officially in the Punjab on 
15 March and from that date then; is a steady rise in the temperature, 
induced by the fiery rays of the sun upon the baking earth, until the break 
of the rains in June. During this season the inttaaor of the }.)euinsula and 
northern India is greatly heated ; and the contrast of temperature is not 
betrveen northern and .southern India, but between the interior of India 
and the coast districts and the adjac(;nt areas. The greater ]:>art of the 
•—Deccan and the Central Provinces are included within the hottest area, 
thoiigh in Ma^ tbe highest, temperaun'es are found in upjjcr Sind, north- 
west Rajputana, and sonth-west Punjab. At Jacobabad, the tbermeftneter 
sometimes rises to 1^5°P. in the shade. Where the seasons aVe clearly de- 
fined in India they are three in number : (i) a cool dry season (winter), when 
northerly trade winds prevail and when there is little or no rainfall except 
in the northern provinces where moderate cyclonic storms occasionally 
occur ; (ii) a tret season, sultry and oppressive with the inflowing south- 
we.st monsoon of summer ; and (iii) u hot dry season before the beginning 
of the rains, which usually come suddenly with heavy thunderstorms. 

§14. Rainfall.— The normal annual rainfall varies from something like 460 
inches at Clierrapunji in the A.ssam hills to less than three inches in upper 
Sind. Climatically the Indign peninsula is part of the great inon<;oon are,i 
of Asia, and exhibits tile monsoonai control in a more perfect form than 
any other part of this area. The term monsoon technically applie.s to the 


Imperial Gazetleer, vol. I, p. 2. 
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ruvcrsfil of winds which takes place throughout the monsoon area and 
which divides the v^limatic year into two distinct periods, that of the south- 
tvcst mf)niooii, and that of tlie north-east monsoon. The south-west mon- 
soon is really an extension of the south-east trade winds which cross the 
equator and are then deflected to the right, becoming south-west winds. 
•By July the system is fully established over India, the winds being generally 
south- w'c.st over the Deccan, south over the Ganges delta, and south-east 
up the Ganges valley. I'he Indus ‘basin is the last area reached by these 
winds, and tlie first from which ti&ey retreat, so that here the yearly rain- 
fall is very low. It is heaviest on the Western Ghats and the Himalayas, 
where it is accentuated by the relief of the land. In September the force 
of the monsoon begins rapidly to decline, and aftersaboflt the middle of 
the month it ceases to cany r^tin to the greater part of north-we.sTern India, 
In its rear spring# up a gentle, steady north-east wind, which gradually 
extends over the Bay of Bengal and is known as the north-east monsoon. 
The rainfall of India has a definite periodicity due to‘ this monsoonal 
control, and for this reason the climatic year may be divided as follows :~ 
(a) Season of the south-west monsoon : (i) middle of June_ to the middle 
of September— sea.son of general rains ; (ii) middle of September to the 
middle of December— season of retreating monsoon, (b) Season of north- 
east monsoon : (i) Jannaiy and Febmary— cold weather season ; (ii) March 
to middle of June— hot weatlier season. One .set of crops is sown in June 
and reaped in autumn, namely rice, cotton, bajra, etc. This is called the 
kharif crop. The second set of crops is sown when the monsoon ends, that 
is about the middle of Sepmmber, namely wheat, barley, linseed, etc,, and 
is reaped between Jamuuy and March. This is called the rabi crop, 
gib. Vital importance of rainfaU.— This is only a^general description of the 
climate and agricultural regime throughout India, subject to qualifications 
when applied to any particular part of the country ; but it serves to bring 
out the importance to the countiy as a whole of the seasonaV rainfal?, 
fluctuations in which as regards quantity, distribution and tnneliness bring 
niiseiy or prosperity to millions of the people.^ Perhaps in no otiicr regir>ii 
of the tvorld*doe,s the rainfall enter so much into every aspect of life as 
in India. Life liere is primarily based on agriculture, which is dependent 
for it.s very existenet; on the rainfall, in its turn almost wholly dependent 
on tin; south-west monsoon, which accounts for nearly 90 pen- cent of the 
total rainfall. The south-west monsoon is from this point of view far more 
importtmt than the north-east monsoon and may be described tis the pivot 
upon xvhlch the whole of Indian life .swings. , 

I’he [Kiculiarity about the Indian rainfall is its marked discontinuity, 
la Fngland, for instance, rain may be expected at any time of the yeaiv 
In India it is confined to certain definite seasons. Much of the rain is also 

’ ‘ For .seonaJ moiulis in every year, India is on trial for her life, and .she seldoia 
escajrcs rvitliout a penalty.'— Quoted fay X. C. 'A. Knowles, The Economic Development 
of the Hrilkh Oveneas Empire, y : 
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received in heavy falls and runs off the soil^ without soaking into it. This 
causes a sliortagc of soil moisture, soil erosion and waterlogging. 

The lack of uniformity from place to place as regards the amount of 
annual precipitation has been made the basis of the following classifica- 
tion : (i) areas of almost unfailing rainfall, including Assam, eastern and 
lower Bengal, and the coast strip between the Western Ghats and the 
Aralrian Sea, from the extreme south of the peninsula to the southern 
boujidary of Surat district ; (ii) areas of precarious' rainfall vai*ying from 
ten to thirty inches, for instance, Udaipur, Ajmer and the Bombay Deccan 
excluding the Western Ghats; (iii) areas of drought where cultivation 
without irrigation is exceedingly precarious and in some cases impossible, 
such as upper Shad, western Rajputana, western Punjab, etc. 

§16. Clima*e.--It is impossible to make any general statement about the 
climate of India because, as we have seen, within its «boundaries almost 
any extreme of climate that is known to the tropics or the temperate zone 
may be found. On the whole, however, the Indian climate may be described 
as semi-tropical ; its effect on the human frame is depressing in contrast 
with tlio bracing effect of the climate of the temperate zones, and leads to 
a relatively tone of health and physicpie. A more favourable climate 
is at least one of the causes of the superior efficiency of European as^com" 
pared with Indian labour. The influence of climate in this connexion, 
although it must not be exaggerated, must none the less be recognized. 
§17. Tropical climate in relation to economic progress.— It is commonly 
urged that in the tropics nature yields the means of livelihood w'ith com- 
paratively little effort on the part of man (whose needs, moreover, are 
much more modest in the tropics than in the temperate regions), and makes 
him disinclined to constant struggle and forethought and to the vigorous 
employment of all his- faculties. In the temperate regions, on the other 
hand, a more niggardly nature yields nothing except in response to hard 
labour. Work being a universal necessity, labour becomes dignified, tvell- 
paid, intelligent and independent. As the winter is cold and stormy, it 
necessitates forethought in the preparation of dothing, food and shelter 
during tl.ie sunnner. Carefully planned, steady, hard work i.s^the price of 
living in these zones, and this encourages the development of a high type 
of civilization. 

Professor Carr-Saunders, however, has combated the view that when 
nature yields her gifts too easily economic progress and civilization lag 
behind. He holds on the contrary that ‘it is in those regions where 
there is the greatest abundance in quality and quantity of iisefnl object^ 
that there will be the greatest chance of their usefulness being observed 
and that there will be derived the highest return per head from any im- 
]n'ovcmenLs in skill. The greater the fertility, therefore, the grcatcu’ the 
incentive to skill.’i However that may be, neither the tropical climate nor 
the fertility of India have prevented the rise of a glorious civilization in 

lA, M. Carr-Saunclew, The Population Problem, p. 422. 
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the past. For the backwardness of the Indian people and the spirit of 
apathy and listle!*sness which characterize them today we must seek other 
causes than the elimate of the country or the excessive bountifulness of 
nature. . 

§18. Forests.— Among the most valuable natural resources of India must be 
reckoned her magnificent forests. The character of the forests in the coun- 
try is largely governed by rainfall and elevatidn. Where the rainfall is 
heavy, evergreen forests of palm, ’ferns, bamboos, india-rubber trees, etc. 
are found. Under a less copious rainfall deciduous forests appear, contain- 
ing teak, sal, and a great variety of other valuable trees. Under a still 
smaller rainfall tire vegetation becomes sparse, containing acacias, tama- 
rind, etc. In the Himalayas, sub-tropical to arctic condftions are found, 
and the forests contain, according to elevation, pines, firs, deodars, oaks, 
chestnuts, magnolias, bamboos, etc. It has-been the experience of all 
countries that the natural processes of growth and reproduction by which 
forests are kept alive are incapable of keeping jrace W' ith man’s destructive- 
ness, and the State has generally found it necessary to take special mea- 
sures in the ultimate interests of the country to preserve its forests from 
reckless destruction. Although the question whether forests* are required 
to b^'inaintained in a particular country and if so, to what extent, depends 
on certain special conditions, such as the position of the country, its com- 
munications, the possibilities of using land otherwise than for growing 
forests, the density of population, the amount of capital available for in- 
vestment, etc., there is nevertheless a consensus of opinion that the forests 
of India are a valuable national asset, and their proper conservation con- 
stitutes one of the most important economic functions of the Indian 
Government. 

§19. Utility of forests,— In the economy of man aixl of nature, forests are 
of dii-ect and indirect value. Among the indirect uses of forests are the 
following : (i) forests render the climate more equable, increase tke relative* 
humidity of the air, reduce evaporation and tend to increase the precipita- 
tion 'of moisture; (ii) they help to regulate the water-supply, produce a 
more sustained feeding of springs, tend to reduce violent floods, and render 
the flow of water in rivers more continuous ; (iii) they prevent erosion 
and increase the fertility of the soil, as they help to form rich vegetable 
mould even from mineral soils ; (iv) they reduce the velocity of air cur- 
rents, protect adjoining fields against cold or dry winds, and afford .shelter 
to cattle, game, and useful birds ; (v) under certain conditions they may 
improve the healthiness of a country and render assistance in its defence ; 
(vi) they increase the beauty of the country and produce a healthy aisthetic 
influence iqron the people. 

The direct utility of forests is chiefly due. to their produce, such as 
timber and firewood, and the raw materials tlrey supply to various indu.s- 
tries. Another important use, especially iii India, is the grazing for cattle 
which they pi’ovide. This is, however, liable to interfere seriouiily with the 
preservation of the forests. To meet both requirements, the method 
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adopted in India is to dose entirely to gra^zing part of the forest, area, to 
dose another part only against the grazing of certain animal.s, including 
goat,s, sheep and camels, and to leave a large area oi)en to tlie grazing of all 
kinds of cattle. The areas closed in ordinary years coasiiuue reserves of 
fodder for years of .scarcity and famine, when they arc eitlua- opened to 
grazing or grass is ctit in them and sent to districts where it is ba.dly wanted. 
'I’lic! comphiint, however,* is often heard that the Indian fore.st admini.stra’ 
Lion is less sympathetic to the needs o*f the agricultural iropulation than 
it might be consistently with a proper discharge of the duty of forest con- 
servation and development. A closer co-ordination between the Forest 
Department and those departments like the Agricultural and Co-operative, 
which concern \heirwelves directly with the question of promoting the 
welfare of«the agriculturist, is desirable in o?der to reconcile the two con- 
flicting points of view. Although the principal function of forestry is the 
preservation and development of forests, we must never forget that it has 
also an important vocation as the handmaid of agriculture. For forests can 
supply many of the needs of the peasant, such as firewood to replace man- 
ure used as fuel, small timber for houses and wood for implement.s, as well 
as grazing arfd fodder for cattle— concessions to which the Indian farmer 
has been accustomed for long* centuries, and the sudden curtailmelit of 
which is resented by him as arbitrary and unduly harsh. 

The following are some of the recommendations made by the Agri- 
cultural Commission with a view to increasing the utility of forests to 
the agriculturist while enabling him to take an enlightened view of forest 
administration (i) Appointment in each province of a forest utilization 
officer, whose main function should be to develop forest industries-a 
matter of great importance to agriculturists, especially to those who live 
in the neighbourhood <of forests, (ii) A reclassification of forest areas into 
a major division in charge of commercial forests and those nccessaty on 
physical and climatic grounds ; and a minor division in charge of minor 
forests, fuel plaiitations, village woodlands and waste lands ; and the tran.s- 
fer of more or less wooded areas now under the control of the Forest 
Department to village management through popularly electc*! committees 
or panchayats on the lines adopted by the Madras Government, (iii) Insti- 
tution of short courses at the agricultural colleges for all newly recruited 
forest officers to foster a closer touch between the Agricultural and Forest 
Departments, 1 

§20. Forest conservation.— The process of reckless destruction of forests had 
gone on for centuries in India even before the advent of British rule. In 
the early years of the British rule this destruction became intensified owing 
1.0 various factors, such as increase of population, multiplication of herds 
of cattle, extension of cultivation and the demand for timber and firewood 
on the part of railways. The Government eventually became alive to the 
necessity of putting a stop to this ptocess of reckless deforestation, and 

^Agricultural Commission Heport (1928), par.s. 229-.S3. 
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the first organized steps to protect the forests were taken during Lord 
Dalhousie’s regime, about the year 1855. At that time Conservators of 
Forests existed in Bombay, Madras and Burma. Soon afterwards other 
aj^pointments followed, and in 1864 an organized State department under 
an Inspector-General of Forests was established. Since then the Indian 
Forest Departjnent lia.s grown and now controls about one-eighth of the 
total area of India. In 1894, the Government of* India issued an import- 
ant circular which forms the basis of Government policy with regard to 
forests. It classified forests under four heads : forests the preservation of 
which is essential on climatic or physical grounds ; forests which afford 
a supply of valuable timbers for commercial purposes ; minor forests 
which include tracts which, though true forests, procfece 5nly the inferior 
sorts of timber or smaller gjpwths of the better .sorts; and pastures and 
grazing ground proper, which are usually forests only in name.i 
§21. Area under forest in India.— Of the whole area of the provinces, a total 
of 858,375 square miles, the forest area accounted for 98,258 square miles 
in 1938-9 or 11.1 per cent.2 Of the forest area, 72,936 square miles were 
Reserved Forest, s, 6,772 .square miles Protected Forests, and. 18,550 square 
miles Unclassed State Forests.® Forests are classified as Reserved, Protected 
and Wnclassed State Forests in descending order as regards the control 
exercised by the Government in respect of rights of user. The relative 
importance of the forest areas in different provinces in 194G-41 can be 
seen from the following table, which clearly brings out the fact that Assam 
is the leading major province in this respect, followed by the Central Pro- 
vinces and Berar, Bombay, Madras and Bengal at considerable distance. 


Province 

Proportion of 
forest to whole 
area of province 

Province, 

Proportion of 
forest to whole 
area of province 

Madras 

12-5 

Assam 

, •Ji-2 

Bombay 

14-1 

N.~W. F. Province 

* 2-1 


9-2 

British Baluchistan 

4-2 

United*Pro Vinces 

. 5-8 

A j nier-Merwara 

3-1 

Punjab ... • 

5-7 


32'7 

Bihar 

2-9 

Sind' 

2-4 

Orissa 

7-0 

.Andamans and Nicobar.s 

87-3 

C.P. and Berar 

19-7 




The great forest lands of India are located for the most part in the hilis, 
but there? are forests and woods in the plains interspersed with cultivation. 
vAs the above table show's, the interproyincial distribution of tlic forest 


1 Agricultural Corntnission Report, 215. 

2 The .separation o£ Burma from British India greatly reduced the area under forests 
in India, the proportion of the foi-est to the whole area of British India liaving declined 
from about 24 per cent before separation to a little over II per cent. 

SUnchi.sscd State Torests or 'Public Forest Lands’ include in many provinces all 
unoccupied waste, often entirely treeless, land. ^ the above statistics do not necessarily 
represent the wooded area. 
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area is mar keel] y irregular. Moreover,, mucli of the area consists of waste 
grouiui, ofien entirely devoid of trees, jrtiese two features increase the 
difficulties of supplying all the needs of tlie agricultural community. 
i^22. 'I'he object of forest administration.— The object of forest administra- 
tion is to eliminate the danger of overworking the forests and at the sanu: 
time to improve their yielding capacity, and on the whole the Government 
Iiave succeeded remarkably well in fulfilling both the.se objects. For the 
first (il'ty years c^f the existence df thh Forest Department in India, the 
jiotential value of research into forest ‘economics was not recognized, and 
no special steps xverc taken by the Government for the promotion of 
research. A Forest llcscareli Institute was, however, .establLshcd in 190(3 
at Dchra Dun^and.has been enlarged considerably in accordance with 
the recommendations of the Indian Industrial Commission of 1918. It 
is now equipped to deal with every aspect of forest research. As a result 
of this, many valuable investigations have been undertaken and steady 
progress is being registered in scientific and practical knowledge which, 
has gone a long way towards improving the productivity of the forests 
of India and ensuring fuller and better utilization of their products. 
§23. Indian forests as suppliers of raw materials.— The Indian forests also 
play an important role as suppliers of the necessary raw materkfls for 
various industries and as providers of employment for large numbers o"f 
people. 'I'here is, for example, a considerable jungle jropulation deriving 
sustenance directly from the products of the forests. Again, there are large 
numbers of wood-cutters, sawyers, carters, carriers, craftsmen, etc., work- 
ing in and near the forests. Lastly, there are those engaged in working 
up the raw products of the forests, for instance, carpenters, wheelwrights, 
boat-builders, rope-makers, tanners, lac manufacturers, etc. 

§24. Major and minor, forest produce.— Forest produce is divided into two 
main heads : (i) major pi’oduce, i.e. timber and firewood ; and (ii) minor 
■produce,. which comprises all other products such as lac, tanning materials, 
essential oils,' turpentine and resin. The minor products from Indian 
forests are increasing in importance and many of them have already* estal)- 
lished themselves in the markets of the world. One of the ira;jjortant results 
of research has been to prove that bamboos can be utilized for the manu- 
facture of paper pulp, in addition to grasses like sabai and bhabar which 
were already previously in use, for example, in the Calcutta paper mills. 
With our extensive forest areas of bamboo and savanna we may hope ulti- 
mately to produce all the paper we require. Having regard to these possi- 
bilities the Governiuerit have granted protection to the Indian bamboTi' 
paper pulp industry as recommended by the Tarifl; Board. As already 
noted above, the Agricultural Commission recommended the appointment 
in every province of a forest utilization officer in order tliat the develop- 
ment of forest industries might be made his definite and special respon- 
sibility.! 

i Agricultural Commission Report, pax. 
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§25. Potentialities of Indian forests.— During the war of 1914-18 India had 
to depend on her own resources for supplying the needs of the British 
arniies engaged in Mesopotamia, etc.,, and the special effort put forth for 
fulfdling this function on an adequate scale brought out, in a striking 
manner, the great latent possibilities of Indian forests, and may be said 
to have ojaened a new era in forest exploitation. The stimulus to exploita- 
tion was even greater during the second world war. 

§20. Geological composition.— The geold^cal survey of a country includes 
die consideration of its surface soil and sub-soil. We shall first deal with 
the surface soil of India, indicating the broader differences characterizing 
the chief kinds obtained from the three principal geological formations. 

(i) The alluvial tracts are the most extensive and ag^riculmrally the most 
important. They occupy the greater portion of Sind, Gujarat, Rajputana, 
the Punjab, the IJnited Provinces, Bengal ; and the Godavari, Krishna 
and Tanjore districts of Madras. An alluvial strip of varying width 
extends along the eastern and western coasts of the peninsula, widening 
at the deltas of the great rivers of peninsular India. With moderate 
and well-distributed rainfall the alluvial soils, especially those of the 
Indo-Gangetic plain, xvhich are for the most part porous in'tSxture, easily 
ploughed and naturally endowed with a sufficiency of chemical and organic 
ingredients, are capable of growing most of the kharif and rabi crops. 

(ii) The Deccan trap formation covers the greater part of the Bombay 
province, the whole of Berar, the western third of the Central Provinces 
and the western part of Hyderabad (Deccan). The soils throughout this 
area vary greatly in character and fertility. True black cotton soil occurs 
within the area of tlie Deccan trap in undulating or sloping situation.s‘. 
below the general level of the foot-hills. It varies in depth according to 
position and, where very 4eep, has been accumulated by alluvial deposits, 
and owing to its dense coijisistency in places like the valleys of the Tapti, 
Narmada, etc., becomes iinworkable during heavy rain and js bettef 
adapted for rabi crops of wheat, linseed and gram. The black cotton soil 
of tha Deccan trap area, )which grows cotton and jpwar as staple crojjs 
in the kharif Reason, is as ii rule only three or four feet deep and is mixed 
with limestone and small: fragments of disintegrated trap. The sub-soil 
contains a good deal of lihxe and being shaly allows free drainage to the 
trap rock below, (iii) The remaining soils belong to what is known as the 
crystalline tract, comprising almost the whole of Madras, Mysore, the .south- 
east portron of Bombay, the eastern half of Hyderabad and two-thirds of 

“*fhe Central Provinces. Though on the whole deficient in chemical con- 
stituents and producing the poorest crops, certain vat’ieties, for instance, 
the red or the red-brown loams and clay loams in Mysore and Madras, are 
very fertile. Soils of medium fertility are also found in considerable variety, 
and those of fair or good depth can be irrigated with advantage and made 
to yield rice as the chief crop, where canal irrigation is available, and other 
valuable crops with the help of tank and well irrigation. The reddish- 
brown or yellow-red soils of this formation found in Belgaura, Dharwar, 
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etc. are specially suitable for the growth of fruit trees, paiticularly 
mangoes. ' 

1^27. Mineral production.— In the opinion of tlie Industrial Commission 
(1918) the mineral deposits of India are sufficient to maintain most of the 
‘key’ industries except those tliat require vanadium, nickel titid i)ossih]y 
molybdenum. I’he belief rvas, however, current for a long time ilntt these 
dci)osiis 'ircrc as :i rulc„too poor to be worked profitably on the modern 
scale. Up to the early ’eighties, practieally nothing had been dow; in the 
exjrcrimcntal development of Indian (minerals and therefore it was not 
possible to form any reliable judgement regarding the country’s mineral 
potentialities. Subsequent investigations, however, have^led to the discovet 7 
and opening up of many kinds of. mineral deposits, and we can now assert 
with sora^; confidence that, although India’s mineral resources cannot be 
spoken of as unlimited or unparalleled, they are by no means negligible 
and can supply the basis for the development of a number of metallurgical 
industries in the country. With the expansion of the modern transport 
system, the development of banking, and the grorving industrialization 
of the country they are being more and more fully developed. The wars 
of 1914-18 and 1939-45 have given a great stimulu.s to the exploitation 
of the mineral wealth of Indta.^ , 


Name of mineral 

1914 

1938 

Quantity 

Value (Rs.) 

Quantity | 

Value (Es.) 

Coal, (tons) 

16,464,2(W 

5,86,10,695 

28,342,906 

10,64,23,835 

Salt „ 

1,348,22.3 

72,49,347 

1,5,39,663 1 

5).5, 18,383 

Gold (bzi) ... 

607,388 

3,50,75,330 

321,138 ' 

3,04,75,397 

Tstroleurn (gallons) 

255^,34*2,710 

2,41,05,892 

87,082,371 1 

1,63,43,142 

Saltpetre (cwt.) 

" 316,211 

42,01,476 

148,824“ i 

11,68,446 

Chromite (tons) 

5,888 

39,160 

. 44,149 1 

6,82,502 

Copper ore „ ...1 

Diamonds'’’ (carafs) 

5,324 

1,09,410 

288,127 1 

.32,40,741 

65 

11,867 

1,729 ! 

68,813 

Iron ore (tons) '■ 

441,i;74 

5,44,740 

2,743,67.5 

48,56,974 

Magnesite „ , 

1,680 

8,353 

25,611 

1,60,593 

Manganese ore (tons) ... 

682,898 

1,31,58,965 - 

967,929 . 

3,92,951,762 

Mica (cwt,) , ... 

40,.506 1 

13,21,351 

123,169 ♦ 

42,04,633 

Monasite (tons) 

1,186 

6,21,165 

5,221 

2,33,700 

Rubies (carats) 

304,872 ■ 

6,46,988 

4,892» 

150 

Silver (oz.) 

Wolfram (Tungsten ore) 

236,446 

4,03,460 

‘22,295 

29,877 

(tons) : 

2,326 

26,78,152 

10 1 

.; 1 

9,600 


The above table ^ gives an idea of the quantity and value of 'the chief 
minerals produced in India, including Indian States and Burma in 1914" 
and excluding Bufma in 1938 (figures after 1938 not yet available). 


1 See rndim Pinanca (Ea-stern Croup Number, Dec. 1910), article on India’s Mineral 
Industry by ‘Geo’, pp. 122-3. 

Export iigiires (nearly the whole o£ tile output). 

, 3 Figure.s for sapphires only. ' 

'tCouipiled from Statistical Abstracts for British India for 19H-15 and 1938-9, Table 
No. 19,7. . , 
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The (;ol:il value of minerals for the years 1932 and 1938 was Rs. 20-76 
crores and Rs. 34-14 cr ores res]jectively. The increase in value may be re- 
garded as an index of the partial economic recovery of the cotnury from 
the acute trade depression of 1929-33. 

We shall now proceed to make a brief survey of some of the most 
important minerals exploited on a commercial basis in India.^ 

§28. Coal.—Coal is India's mo.st important minejral, and by all criteria 
an imjiortant key industry. The eoal ’industry in India owes its origin 
to the construction of railways in? the country, which at once created a 
large demand and also led to the opening. up of India’s coal-fields during 
the .second half of j;he last century. Tire search by the East Indian Rail- 
tvay Company for a cheaper and more accessible supply thaai the imported 
British coal led to the development of the Indian coal indivtry by a 
number of joint-stock coinpffnies, mostly European-owned and managed, 
formed for the purpose. Between 1884 and 1901 the production of coal 
rose from 1.3 to 6.6 million tons.® In addition to obtaining a practical 
monopoly in Bengal, Indian coal found its way into certain eastern 
markets such as Colombo, British Malaya and the East Indies. With the 
increase in internal consumption the production advanced* to an annual 
average of 14-7 million tons in the five yearJ preceding the war of 1914-18. 
Birring the same period, the average imports (mostly of British coal) 
amounted to 455,000 tons and average exjiorts to 825,000 tons. With the 
exception of the United Kingdom, India produces more coal than any 
other part of the Commonwealth. Most of the coal raised in India comes 
from Bengal, Bihar, and Orissa (the Gondwana coal-fields). Outside these 
provinces the most important mines are at Singareni and Sasti in Hydera- 
bad State, in the Central Provinces, Assam, the Punjab and Baluchistan. 
Rajputana, Bikaner and Central India also coiltribute a small amount 
to the total coal supplies of India. Indian coal is thus very unevenly dis- 
tributed, the deficiency being especially marked in the case of tire penin-* 
sula. The absence of coal supplies in Madras, coupled withtthe high cost 
of railway transport, acts as a great handicap to the successful exploitation 
of the iron oi'cs of the province. Even in Bombay a similar difficulty aris- 
ing from a lack of local supplies of coal has had to be overcome partially 
by the use of hydro-electric power and the import of South African coal. 
Another defect is that Indian coal is generally poorer in quality than 
foreign coal. Only the Bengal coal can compare with foreign coal as regards 
the production of good metallurgical coke. 

1 Tfie following main sources have been consulted in preparing the seclioiis on 
minerals :—C. W. E. Cotton, Ifandbook of Commercial Information for India-, |. C. 
'SCrovm, India's Mineral Wealth-, Report of the Geological Suney of India (1039); 
Annual Report of the Chief Inspector of Mines in India (1938); Statistical Abstract 
for British India (19.37-8); Indian Year Book (1941-2), pp. 740-4; Capital (Indian 
Indu.strics Trade and Transport Supplement), Dec. 1940; and Indian finance (Eastern 
Group Number and Year Book, 1940), Dec. 1940. : 

2Vera Anstey, The Trade of the Indian Ocean, pp. 197-8. 
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The I9M-18 war and early inter-war years, especially the period 
1917--21, wiintssed a remarkable expansiori of the industry. The cutting 
oil (jf Bi'iiisli supplies consequent on shortage of shipping, the rise in coal 
prices, the demand for coal from the Government up to April 1920 and 
Ihc ituTcase in internal consumption during the post-war industrial boom 
peuod were some of the factors that stimulated the growth of the industry, 
l only limiting factor# being the shortage of wagons for carrying coal 
an c supply of labour for mining'" it.i Tn the post-war boom period new 
colljcrics were freely opened and several of the large collieries were opened 
rry the Government to make the railways independent of the market. In 
the meanwhile, the .South African exports of coal to, eastern markets in- 
cluding India were pnaking rapid strides, thanks to the substantial help 
given by r the South African Government, the cutting off of British imports 
ami the embargo on the export of coal from India between 1920 and 1923, 
which was imposed in view of the internal scarcity of coal and the con- 
gestion on the railways. Even when these difficulties ceased to operate, 
nchan coal^ was not able to regain more than a portion of its former sales 
abroad, while it experienced increasing competition in the home market, 
owever, the 'balance of South African trade having changed and freight- 
age at ballast rates being no liJliger easily available for coai, South African 
coal has lost its former advantage in eastern markets.® The changes in 
the import and export trade in coal and coke are illustrated by the follow- 
ing table,® 



'i Ss? 

i 

War 

1918 19) 

fils 

(SfegS 

1929-30 

1934-5 

■ I 

1939-40 

Imports 

Quantity 
“■ (1,000 tons) 

Value 

(RS.; 1,000) ' 

455 

80,89 

133 

30,41 

630 

2,25,39 

237 

45.55 

71 

12,50 

44 

8,05 

18 

2,64 

. 'Exports 

Quantity : 

(1,000 tons) 

Value 
(Rs. 1,000) 

825 

75,77 

526 

48,46 

434 

57,24 

688 

72,05 

311 

29,22 

1,341 

1,36,25 

2,009 

1,93,35 


These figures show that the export trade in coal, having sunk" vcry low 
unng the depression, later (1937-8 to 1939-40) experienced considerabre' 
expansion. The main reasons for the big spurt in exports were first the 
act t at the Sino-Japanese hostilities put Japan out of the markets in the 
1-ar b£^r, and secondly the prohibition by South Africa of die export of 
coa . n the export side the industry made phenomenal progress in 
GSee Report of the Tariff Board (Coal Industry). 1926, par. 11 . 

-iAnstey, op. dt., p. 55. 

®Sec Review of the Trade of India (1939-40), pp. 54 and 137. 
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1939-40 and surpassed its previous records. But the difficulties in shipping 
and the sharp increase in freight rates are obstacles in the way of tlic 
expansion of the export trade. In any case the favourable factors for the 
export trade arh of a temporary character. This aspect of the coal industry 
should be carefully borne in mind, while evolving the long-term policy 
of adjusting output to demand. The home market normally absorbs by 
far the greater percentage of the optpiy; of coal in India and is tire prin- 
cipal support of the industry. In, fact at present the home demand for 
coal (about .“0 million tons) is in excess of annual production (about 22 
million tons). 

The progress macle by the coal industry during the pet;iod of the war 
of 1914-18 and in the post-war period may be gauge?! from the tact that, 
while in 1914 the total pro*hiction of coal in India was 16,46^,263 tons 
valued at Rs. 5,86,10,695, it increased to ^23,803,048 tons valued at 
Rs. 9,26,25,323 in 1930. The fortunes of the coal industry are considerably 
influenced by the ebb and flow of general industrial activity in the country. 
With the advent of the economic depression, and the consequential fall 
in internal consumption, prices slumped and many collieries, were forced 
to close, and production fell to 19,789,163 «tons valued at Rs. 6,11,86,083 
iji 1933. (The peak production of 23,803,048 tons was reached in 1930.) 
With the beginning of economic recovery in 1934 the direction of change 
tvas reversed and production increased to 22 million tons valued at Rs. 6,30 
lakhs. In 1935 the increase continued but at a less rapid rate, the total 
production being 23,016,695 tons. Output in 1936 fell below the 1935 
mark, being 22,610,821 tons. During the year 1937, 25,036,386 tons of coal 
were raised— the highest output till then. This has since been greatly ex- 
ceeded, the output being 28,342,906 tons in 1938 and 27.7 million tons 
in 1939. The years 1937-9 thus stood out as one o£ the peak periods for 
the coal industry. In the year 1938 Bihar contributed 15,364,079 tons and, 
Bengal 7,745,372 tons. There was a short period of recession in th^ closing 
months of 1938-9 and the first five months of 1939-40. With the outbreak 
of war, however, the outldok again brightened : demand for coal became 
very brisk, and the surplus stocks were cleared off. Wagon shortage became 
acute after January 1940, and again brought about accumulation of stocks. 
The large increase in the cost of production following the rise in prices 
for stores, higher freight charges and wages and the surcharge on coal, has 
reduced ipofits, which have only been maintained with a larger amount 

production required for meeting the increased requirements of indus- 
trial consumption in the absence of foreign competition; The position 
regarding the export trade has already been indicated. 

Internal consumption has shown a remarkable increase in recent years. 
It was estimaled at 18.4 million tons in 1925 by- the Tariff Board as com- 
pared to 9.8 million in 1910. Since then it has very considerably increased. 
The Indian railways are the chief consumers of Indian coal. The increas- 
ing industrialization of the country, as reflected in the expanding iron 
and steel industry and other industries, also accounts for the growing. 
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iiitcnial consumption of coal in India; As indicated above, the recent war 
further accelerated this demand. Although coal has to reckon with the 
increasing competition of electrical power and fuel oil, it still holds its 
position and might even be considerably more widely used in the future. 
We may now refer to certain technical aspects of the coal industry, 
which have an important bearing on its prosperity. For instance, the 
Indian C.k)al Committee was apppintqfl. following the resolution of the 
Assembly in March 1924 in favour of , the imposition of a countervailing 
duty on South African coal, in order to investigate the technical aspect 
of the matter before referring the question of protecting Indian coal from 
foreign competition to the Tariff Board. This Committee made various 
rccommepdations with a view to strengthening the position of the Indian 
coal industry and more especially to stimwlafcng the export of Indian coal 
from Calcutta to Indian anti foreign ports. They found that the paramount 
considerations were those of quality and price. In order to secure the 
former, they rccoramencled the establishment of a Coal Grading Board 
whose ceitilicates would be acce}jted as a guarantee of the quality of (he 
coal to whijb they related. This recommendation was accepted by the 
Government, I'he necessary le,%isl;aiou wa,s passed in the shape of the Coal 
Grading Board Act, 192.5, and the Board tvas formally constituted op 
20 January 192G. The Committee also recommended that the freight on 
certified export coal from the mines to Calcutta should be reduced by the 
grant of an increased rebate of 374 per cent on railway charges and a 
reduction of lour annas iiei- ton on the river dues. These recommenda- 
tions tvere accepted by the railway companies concerned and the Port 
Trust authorities. 

. The question of the omservation of India's coal resources has come to 
the fore in recent y&rs following the warning contained in an official 
Jmlletin issued in 193(5 by .Sir Lewis Fermor, Director of the Geological 
Survey of Indja, regarding the possibility of complete exhaustion of India's 
resources of good quality coal Avithia the next liundrod years. It is felt 
diat faulty mining metliods tend to waste the ntme too abundant resources 
of Indian coal. The two questions of coaserA'ation of coal and safety in 
mines Avere examined by the Coal Mining Committee appointed by tlie 
Government of India in October 1 93(5. The Committee, in their Beport 
issued in May 1937, Avhile expressing the view that reserves of second-class 
coal were practically unlimited in India, favoured the adoption of legal 
measures of 'conservation of all good qttality coals, and suggested stOAviii^, 
as the. best means p£ conservation.’ On the recommendations of the Com- 
miilcc the Coal Mitres Safety (Stowing) Act was placed upon the statute 
book in April 1939. The Act empowers the mining inspectorate to eulorcc; 
stoAviug and the construction of protective works in the interest and safety 
of underground workers and creates a fund by levying an excise duty ott 
coal and coke for assistance towards stowing. The Coal Mitres StoAving 


t Riiparl of the Coal Mining Commiitee (1937), pars. 130, 176 and 273. 
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Board has been set up at Caleutta to eirforce the new legislation, which 
aims at ensuring tire safety of the workers and at preventing wastage or 
uneconomic extraction of coal. 

§29. Iron.— The’ knowledge of iron metalluj’gy is of high antiejuity, and 
befoi'e the competition of tlie imports of tlie metal from Eunjpe the in- 
digenous iron industry was in a flourishing condition and was carried 
on in all parts of the country. , , * 

The infroductioir of modern pr 9 cesses of iron manufacture on a large 
scale may be said to date from 1874, when the Barakar Iron Works started 
operations. These works later became the Bengal Iron and Steel Company, 
the forerunner of ti\e present Bengal Iron Company. The^Tata Iron and 
Steel Company was inaugurated at Sakchi in Bihar tn 1911. The manu- 
facture and rolling of Indian steel was successfully established towards 
the end of 1913, b5ing facilitated by the proximity of coal-fields and iron 
deposits in Bihar. The proper j^lace for the discussion of the further 
developments of the iron and steel industiy will be in our chapter oh 
Indian Industries (Vol. II). 


The progress made in the production of iron ore in India is brought 
out by the following, figures 


’ 1914 

j 1921 

j 1929 

j 1938 

Quantity 

Value 

1 Quantity 

Value 

1 Quantity 

Value 

Quantity 

Value 

' (tons j 

(Rs.) 

1 (tons) 

(Rs.) 

(tons) 

(Rs.) 

(tons) 

(Rs.) . 

■ 441.574 j 

5,44,740 1 

942,084 

21,08,329 j 

2,428,555 

64,91,236 j 

2,743,675 

48,56,974 ■ 


Between 1930 and 1933 the prevailing tIepressitJn was reflected in a 
decrease in the output and a fall in value, the figures, for the latter year 
being 1,228,625 tons aiid Rs. 24,97i914 respectively. In 1934, however, there* 
was a turn of the tide and production recovered sharply to *1,916,918 tons 
and in 1935 rose still further to 2,364,297 tons. There were also sub- 
stantial increases in the output of pig iron and steel in 1935 and sub- 
sequent years. (See Vol. II, ch. ii.) In 1937 the output of iron ore rose to 
2,870,832 tons, which exceeds the figui'e for 1929. In 1938 production fell 
slightly to 2,743,675 tons. The 1939-45 war- gave a further siimuiu.s to the 
exjjloitation of iron ore deposits in the country. 

By far the most important of the iron deposits are tlio.se that occur in 
Singhbhum and the Keonjhar, Bonai and MayurbhaiiJ States of Orissa, 
where recent ‘ discoveries include what appears to be a range of iron ore 
running almost continuously for forty miles*. It is said that at one place 
a ravine cutting across the iron, ore range shows a continuous thickness 
of 700 feet of high-grade haematite containing over 60 per cent of iron and 
estimated to contain no less . than 2.800,000,000 tons of ore. The Mysore 
State also contains iron ore deposits which are being exploited by the 
works at Bhadravati. There is every reason to hope diat India will eveutu- 
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ally take a veiy important place among^ tlie world’s products of iron 
ore. ■ ■ 

As we see our way in course of time to exploiting these deposits of iron, 
India’s dependence on foreign supplies naust eventually come to an end- 
§30. Manganese.— This is a very valuable industrial mineral. It has been 
asserted that at least 90 per cent of the world’s output of manganese ore 
is required for the Bessemer and open-hearth processes for the manu- 
facture of steel. It is also used in the Ixeavy chemical, electrical and glass 
industries. . ■ : ■ ■ 

The manganese industry in India dates from 1892 when quanying began 
in Vizagapatam in the Madras Province. In 1900~i 90,000 tons were 
.shipped,^ but since* then the Central Provinces have come to occupy 
pride of place as the largest producers of mwiganese. The total output in 
India in 1929 was 994,279 tons valued at Rs. 2,10,51,802 as compared with 
682,898 tons valued at Rs. 1,31,58,965 in 1914-15. The output declined to 
212,604 tons and the value to Rs. 18,62,293 in 1932. These were the smallest 
quantities and values reported since 1901. In none of the major Indian 
mineral industries were the effects of the slump so seriously felt as in the 
manganese industry. The majority of the mines in the Central Provinces 
were closed during 1932 and 1933. In 1934 and 1935 there was a ''partiaj 
recovery as shown by the fact that production increased to 406,000 tons 
valued at Rs. 51,63,592 and to 641,483 tons valued at Rs. 1,26,43,379 res- 
pectively. Manganese ore production amounted to 967,929 tons valued 
at Rs. 3,92,94,762 in 1938. There is a steady consumption of manganese 
ore at the works of the three principal Indian iron companies for use in 
steel furnaces for the manufacture of ferro-manganese and for addition to 
the blast furnaces in th& manufacture of pig iron. The war which began 
in September 1939 ^ave an added stimulus to the Indian manganese 
industry. 

The principal manganese-producing areas are the Central Provinces, 
Madras, Bombay and Mysore. The industry reached its zenith in 1907, 
when India displaced Russia as the first among the world’s producers of 
this metal, though in 1912-1.3 she gave way again to Russia. After 1914, 
however, Russian exports practically ceased. .In I’ecent years Russia, by 
non-ecouoiuic methods of exploitation and finance, has been able to place 
large quantities of ore on the market at low prices. The South African 
deposits are also being developed. During the war of 1914-18 with the 
increasing production of manganese in India and the great rise of price.j^ 
the production of ^manganese was considerably stimulated. The quantity 
available for export was 816,000 tons of ore valued at Rs. 2,29 lakhs in 
1929-30. These record exports declined during the slump to 198,000 tons 
valued at Rs. 48 lakhs in- 1932-3 owing to the increase in stocks as well 
as to the decrease in steel production, throughout the world, and therefore 
in the demand for manganese. There was a remarkable expansion in the 
demand reflecting the increased activity in the world’s iron and steel and 
armament industries as shown by the fact that the exports of manganese 
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ore amounted to 1,001,000 tons valued at Rs. 2,21 lakhs in 1937-8. Owing 
to the reduced demand from consuming steel industries, exjsorts declined 
to 456,000 tons valued at Rs. 1,07 lakhs in 1938-9. But in the following 
year {1939-40)’ exports of manganese ore rose to 719,000 tons valued at 
Rs. 1,83 lakhs. 

§31. Gold.— India contributes only about three per cent of the world’s 
production of gold. The most important gold-producing area is the Kolar 
field in eastern Mysore which con^tributes nearly 98 per cent of the. total 
Indian output. The production of the Kolar field is, however, on the 
decline, having reached its highest point in 1905 when 616,758 ounces 
were raised. The greater portion of the balance comes from,, the Anantapur 
fields in Madras province. The Nizam’s mine at Huttl was opened in 1903 
but has not been worked ,(?ince 1920. Insignificant quantities are also 
derived by washirfg in the Punjab, Central .Provinces and United Pro- 
vinces. The total quantity of gold produced during 1938 amounted to 
321,138 ounces valued at Rs. 3,04,75,397 as compared to 330,488 ounces 
valued at Rs. 2,08,01,943 in 1931. The high price of gold in recent years 
has. compensated for the decline in the output, and has served to impart 
a stimulus to gold production, which increased from 322,143 ounces in 
1934 tb 327,653 ounces in 1935, 333,385 ounces in 1936 and 252,262 ounces 
in 1943- 

§32. Petroleum.^— There are two distinct oil-bearing areas in India on 
either side of the Himalayan arc : the one on the east, and by far the most 
important, includes As.sam, contributing over 85 per cent of the total out- 
put ; the other on the west includes the Punjab and Baluchistan. 

With the separation of Burma India’s resources in petroleum have be- 
come insignificant compared to the world’s. Her,totaI output in 1938 was 
about 87 million gallons ^ valued at Rs. 1,65 lakKs, which accounts for 
only one-tenth of one per cent of world production. Oil-fields are worked 
in the Punjab and Assam, but there is yet some scope for finding new 
fields and new deep horizons in Assam, Attock, Punjab, Sind and Balu- 
chistan.'* ^ 

Even before the separation of Burma from India there was a large volume 
of imports of motor spirit, kerosene, etc. into this counti-y. Since the separa- 
tion of Burma, India’s dependence on foreign countries has very con- 
siderably increased. Burma normally supplies the bulk of India’s require- 
ments of kerosene and motor spirit (including aviation petrol). For 
.jpstance, of the total imports of kerosene amounting to 193 million gallons, 
Burma supplied 112 or 58 per cent in 1939-40 as compared with 114 
million gallons (out of 182 million gallons) or 63 per cent in 1938-9. As 

1 For an interesting nccount of the progress of the petroleum industry, see Report 
af the Tariff Board (Oil Industry), 1928, ch. i. 

S The total output of petroleum in India induding Biinna wag 323 million gallons 
in 1935. 

s Report of the Tariff Board (Oil Industry), par. ,3. 
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rogards niotoi- spirit, about 50 million ^llons or 58 per tent of the total 
imports came from Burma in 1939-40, as against 51 million gallons or 
59 per cent in 1938-9d 

!^33. Mica.— Mica is used principally in the electrical industry as an insulat- 
ing medium, and it assumed a position of great importance during the 
war of 1914-18 in connexion with the developments of wireless telegraphy, 
of aeronauiicid science and of motor .transport, which would have been 
impossilde without it. The 1939-45 wtpr further increased the number of 
its uses and extendetl its importance. 

India has for many years been the leading producer of mica with an 
output ol nior^* than three-fifths of tire world’s total'. Mica is found in 
Bihar, and in the Nellore, Salem and Malabar districts of the Madras 
ju'or’ince, 'Travancore and Ajmer-Merwara a»d other parts of Rajputana. 
In 1939-40, 217,000 cwt. valued at Rs. 1,72 lakhs w8re exported. This 
probably rei3resenis the total annual production of India. 

^.34, Saltpetre.— Saltpetre is in considerable demand for industrial purposes, 
for instance, in connexion with the manufacture of glass, for the preserva- 
tion of food . and for manurial purposes. Its production in India is 
practically restricted to Biha^i, the United Provinces and the Punjab. 
There was a time when India possessed a practical monopoly of the ■fvorld’p 
supply of nitrates, so important in the manufacture of explosives and 
chemical manure. But partly owing to the tarilf policy of the Governraeht 
of India, who for some time tried to exploit the Indian monopoly for 
revenue purposes by the impo-sition of a heavy export duty, and partly 
owing to other causes, India was dislodged from this position by rival 
foreign producers. During the w'ar of 1914—18 a certain revival in the pro- 
duction of Indian saltpetre, which was required for munitions, took place.- 
The cessation of the \Var demand and the competition of Chilean nitrate 
and French potash salts in foreign markets reacted adversely on the 
industry,'’ and, the post-war exports declined from the war (1914-15 to 
1918-19) average of 440,000 cwt. valued at Rs. 80 lakhs to 47,000 cwt. 
valued at Rs. 12.34 lakhs in 1943-4.2 

Nearly the whole of the output is exported, a stnall part being retained 
in the country for consumption as a fertilizer, especially in the Assam tea 
gardens. 

^35. Other minerals.— Other minerals of .subordinate importance as re- 
gards the place they occupy in Indian mineral production are copper, 
bauxite (aluHnnium), chromite, potash, amber, diamonds, rubies, %ulphm;,^ 

§36. Salt.— About four-fifths of the annual consumption of salt in India 
is ju'oduced in the country itself, the total consumjjtion being 1.8 million 
torn. The total output of- salt during 1938 was 1,539,663 tons valucil at 

ipor further particulars regarding the sources Of import of mineral oils in India, 
sec vol. II, ch. vi. 

'■^Haviezu of the Trade of India (1 9-1 3-4), p. 172. 
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Rs. 95,1S.‘<83. Imports of salt, chiefly for consumption in Bengal, amounted 
to 314, ()()() tons valued at Rs. 62 lakhs in 1939-40, Aden being the chief 
source of sui^ply. About sixty per cent of Indian salt is obtained by evap- 
oration of sea t\fater on the coasts of Bombay and Madras. Another source 
is the Salt Rtinge and the Kohat Mines in the Punjab. In Koliat the salt 
resources are .said to be practically inexhaustible. The other two sources 
are brine salt from the Sambhar hike Jin Rajputana and salt brine con- 
densed on the border of the lesser |Lann of Cutch. The question of extend- 
ing production of salt in India so as to make the country self-sufficient tvas 
referred in 1929 to the Tariff Board, which reported in 1930. The normal 
demand for foreign’ salt was estimated at approximately 5^)0,000 tons for 
the Bengal market. The primary considerations in thb Bengal market are 
‘whiteness, evenness of graii? and absence of moisture'. Price* is also a 
determining factor.* Prices fluctuate violently in the Calcutta market owing 
partly to changes in freight rates, but mainly to operation, s of combines 
and dealers. The Tariff Board expre.ssed the view that the whole deraantl 
of the Bengal market could be met by India and Aden (in 1937 separated 
from India) if the sources of sea-borne salt (Karachi and Okha) as well 
as rail-borne salt (Khewra, Sambhar and Pachbhadra) were properly 
cjevelojlied. , 

From, the standpoint of national interests the supply of rail-borne salt 
from Kheu'ra, etc. for Bengal is preferable to sea-borne salt from Karachi 
and Okha, though the latter centres enjoy certain special natural advant- 
ages. Rail-borne salt offers a guarantee against war-time shortage, addi- 
tional traffic for milways and reduction in the price of salt following iur 
crease in production. But the deficiency of rail-borne salt should be made 
good by sea-borne salt. The Board recommended, a thorough examination 
by the Government of the sources with a view to their development, and 
of the ejuestion of reduction of railway rates.^ In view of the serious fall 
in the price of imported salt and the consequent need for prompt action 
simpler in character than Government control as jiroposed’ by the Tariff 
Board, a Committee of the Legislative Assembly recommended an addi- 
tional temporary duty of 41- annas per maund. on all I'oreign salt (except 
that from Aden, which is to count as part of India for this purpose). This 
recommendation was incorporated in the Salt (Additional) Import Duty 
Act, 1931. 'Fhe life of thi.s Act, which was initially limited to one year, 
was extended from time to time by subsequent Acts. The Supplementary 
finance Act, 1931, imposed a surcharge of 25 per cent on. the customs 
and excise duties on salt.2 As recommended by the Salt Industry Com- 
mittee of the Legi.slative Assembly, the additional duty was reduced from 
41 as. to 21 as. per maund in 1933. It was further reduced to 1|- as. per maund 
with effect from 21 April 1936, and its life was extended for a period of 
two years. The additional import duty was resented by the members from 

1 Sec Report uf the. TnrijJ Board (Salt Industry), 1930. 

2Sec Vol. 11, ch. xii. ' V 
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Bengal on the ground that it had the effect of helping the producers of 
Aden (which incidentally was going to be separated from India) at the 
expense of the consumers in Bengal. The Government of India admitted 
the unfairness of the duty, which was allowed to expire oirdIO April 1938. t 
.During tlie period of salt protection, while imports of foreign salt de- 
clined, production of salt in India increased. Thus while production 
increased from 1.71 miKion tons in 1930 to 1.95 million tons (including 
Burma) in 1935, during the same period imports declined from 0.69 
million tons to 0.39 million tons. The hope may be expressed that India 
will become self-sufficient in respect of salt—aii article of prime necessity 
for the masses— in the near future. 

§37. Building stonesr-Among the most important of the building stones 
available ‘in India are the sandstones which belong to the Vindhyan system 
of rocks and cover an imjnense area, from Dehri-orf-Son to Hoshanga- 
hacl and to Gwalior and from there to Agra and to Neemnch. Many of 
the great masterpieces of Indian art from the time of Asoka to the present 
day have been constructed out of this material. In the southern part of 
the peninsula,, various igneous rocks are largely used. Other kinds of build- 
ing materiafs are slates and limestones in the centre of southern India, 
l)asalt rock in the Central Provinces and ceijtral India, latcrite, wfiich is 
widely distributed throughout India, the famous Porbunder stone mucli 
in use in Bombay and Karachi, the marble of the Jubbulpore district and 
other parts of the Central Provinces, and many other varieties too numer- 
ous to be mentioned. 

§38, Cement-making materials.— The chief raw materials required for mak- 
ing cement are chalk or limestone, and clay, which are found extensively 
in India, for instance nejar Lakheri (Bundi State, Rajputana) and also at 
Katni, w'liere liniestonfc and clay of good quality are available. Other areas 
are Porbunder in Kathiawar, and the vicinity of Lucknow and Cawnpore 
in the Ihiitccl. Provinces. Portland cements made in India are supposed to 
be equal to the best English brands. Altogether, the Indian cement-making 
industry seems to have a promising future before it. 

§39. Lime.— The principal source of lime is limestone, which has already 
been referred to in connexion with its other uses. Its supply is practically 
unlimited, although only those deposits are w'orked which are most con- 
veniently situated for purposes of transport or for some other special local 
reason. 

§40, Vegetable resources.— The extensive area of the country, differences in 
elevation, the ivide range of latitude, climate and soil make it possible 
for India to produce a large variety of vegetable products belonging to 
sub-tropical and temperate zones, as the following enumeration will show, 
(i) Food-grains : rice in Bengal, Bihar and Orissa, and to some extent in 
Madras and Bombay ; wheat in the north-west parts of India ; millet, such 
as jowar and bajra, in Bombay and Madras; barley in (he United Pro- 

IB. N. Adarkar, The Histoty of the Indian Tariff, 1924-^9, pp. 65-6. 
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vinces and Bihar ; ragi in Madras, the United Provinces and Bombay ; 
maize in Bihar, 0;rissa, the United Provinces and the Punjab; gram in 
the Punjab, the United Provinces, Bihar, Orissa, and the Ccntrar Pro- 
vinces. (ii) llerlfs : condiments and spices in Madras, Bombay and Bengal : 
sugar-cane all over India, especially in the United Provinces : coffee in 
Madras and Coorg ; tea in Assam and Bengal, Madras aircl Travancore. 
(iii) Seeds : oil-seeds such as linseed, sesamuin, rape and mustard, ground- 
nut, castor, etc. in Madras, the United* Provinces, the Central Provinces, 
and Bombay, (iv) Fibres : cottorf in Bombay, Berar, the Punjab and 
Madras ; jute in Bengal, (v) Miscellaneous ; opium in the United Pro- 
vinces ; tobacco in Bengal, Bihar, Bombay and Madras; fodder crops in 
the Punjab and the United Provinces ; cinchona in southern India ; india- 
rubber in Assam and the Klrasi Hills ; and forest products. 

A more detailed .survey of the principal crops of India along ■with the 
efforts made by the Agricultural Department to improve the quality and 
yield -will be found in the chapter on Indian Agriculture. 

§41. Animal resources.— There is hardly any need for emphasizing the im- 
portance of animal life to an agricultural country like India. The variety 
of Indian conditions has naturally developed a great varik]" of animal 
life, and the number of animal species found in India is much greater than 
that in Europe. The cow and the buffalo are mainly prized as supplying 
milk. The bullock plays an important part in the agricultural economy 
both as a draught animal and on the field, the use of horses or mechanical 
power being practically unknown. Animals used in agricultural operations, 
as well as goats and sheep, contribute practically all the manure used by 
the Indian cultivator, the use of artificial manure being as yet in its in- 
fancy. The humble donkey is ubiquitous and is used as a pack-animal 
everywhere. The camel is found in the sandier parts^of the country and is 
used for purposes of transport across deserts. Fish is of immense import- 
ance, especially in provinces like Bengal, Assam and the coast-strips of the" 
peninsula, -where it supplies the people with the nitrogenous elements in 
their diet, elsewhere obtained by the use of pulses. The Indian seas contain 
many varieties*of edible fish, but these resources still await properly organ- 
ized exploitalion along modem lines. 

The extensive forests of India shelter a large variety of wild animals 
and Irirds and provide excellent game for the hunter. 

§42. Sources of power.— The principal sources of power available in India 
are coal, wood-fuel, oil and alcohol, wind and water. Coal has already been 
Shalt with under minerals. We have also referred to the utility of forests 
as suppliers of wood-fuel. Many of the Indian forests "are, however, con- 
fined to hilly tracts from whidi transport is a matter of great difficulty 
and expense. Even if this difficulty were to be effectively surmounted, it is 
doubtful whether the supply of wood fiieT could keep pace with the de- 
mand for it for industrial purposes unless extensive planting were under- 
taken. The Industrial Commission direct particular attention to the acl- 
vantage.s of wood-distillation as a method of obtaining charcoal and certain 
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valuable hy-products like methyl alcohol, wood-tar, etc., by the sale ol 
which thf local cost of the charcoal would be greatly reduced. They suggest 
the employment of suction gas plant for all but the smallest units of power 
as extremelv convenient and , efficient, and from this point of vierv recom- 
mend the adojition of such methods as are likely to cheaiJeii the cost of 
fuel for such plants. The position with regard , to India’s oil resources has 
already been examined ijinder minerals, and the weakening of India’s posi- 
tion following the separation of Burrmi indicated. -The possibilities ot the 
oil-bearing areas in Baluchistan, the Punjab, Assam, etc., must still be re- 
garded as problematical. We cannot, therefore, place much reliance on 
this jrarticular form, of power. . , 

So far as the possibility of utilizing alcohol for supplying power for 
industrial purposes is concerned, certain vegetable materials seem to be 
capable of being treated so as to yield the*l'equisite quantity of alcohol, 
but this is still a matter o'f conjecture and requires careful investigation 
and experiment. To facilitate this, certain relaxations of excise restric- 
tions havt: been suggested by the Industrial Commission. 

§43. Water-power.— The supply of cheap motive power is one of the essen- 
tial conditiem's of successful industrial development. The situation in India 
with regard to the supply of Coal, wood-fuel or oil for purposes of ^genera- 
tion of power is for reasons already indicated not quite so favourable as 
might be desired. There are, however, fair prospects for the development 
of water-i30wer, which has been limited so far on account of the seasonal 
character of the rainfall, making costly storage works indispensable. Be- 
fore the electric transmission of power over long distances became a practi- 
cal success, only one or two fairly large cotton mills such as those at Gokak 
(Bombay) and a number of small factories on the planters’ estates in the 
hills utilized water-powtr to any appreciable extent, apart from the use 
of water-wheels on hill streams and at waterfalls on the irrigation canals 
, to work flour mills. Within recent times, , however, considerable attention 
has been giv6n to large hydro-electric power schemes. The Mysore Durbar 
set up the first hydro-electric installation in the east on the Cauvery river 
at Sivasamu dram with the main object of supplying power to the Kolar 
gold-fields (1902). Since then the supply of electrical energy from Siva* 
samudrara has been provided for Bangalore and Mysore cities and about 
200 other towns and villages in the Mysore State. Subsequently the Kash- 
mir Durbar established similar works on the river Jhelum, which have a 
capacity of canying water sufficient for the generation of 20,000- electrical 
horse-power." The Western .Ghats in the Bombay province .specially len*I 
themselves to projects of this kind. Accordingly it is no matter for surprise 
that the greatest water-power undertakings in India are situated there. 
The Tata hydro-electric schemes mark a big step forward in the industrial 
development of India. The first of these works was started in the neigh- 
bourhood of Lonavla in 1915 by the Tata Hydro-electric Posver Supifly 
Company. The great industrial , demand of . the Bombay mills, however, 
still remained partially unsatisfied, and the necessity of further developing 
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the clocxric supply was urgent. The next scheme, known as the Andhra 
Valley power scheme (1922), is designed to yield 100,000 horse-power in 
its full development. Another important project, whicli was carried out 
under the name of the Nila-mula scheme by the Tata Power Company 
(1927), is calcufatcd to supply 150,000 horse-power ; and a gigantic Tata 
scheme is contemplated in the huge valley of the Koyna river. As a result 
of the corajjlction of thc.se schemes, which opera,te as a unit under one 
management and have a combined normal capacity of 246,000 horse-jmwer, 
the handicap imposed upon Bombay by the absence of coal in its vicinity 
will be entirely removed; while the substitution of electricity for steam 
will also considerably alleviate conditions of public health in Bombay, 
whose cotton mills an^ other factories consume about 150,000 horse-power. 
The G.I.P. and B.B. &:G.I. Railways get their supply* of electri(;?bl energy 
for their suburban electrification from this source, as also Thana, Kalyan 
and Greater Poona. Another important hydro-dectric venture is the MancU 
scheme in the Punjab which, when completely carried out, is expected to 
supply such enormous quantities of power that it will be able to serve a 
very large number of industrial centres and will be able to serve distant 
places like Delhi, The scheme came into operation in 193S.'»In Madras, 
which, is even more seriously handicapped 'by the absence of coal than 
Bombay, certain interesting developments have taken place in recent years. 
The Pykara hydro-clccti-ic scheme, which was started by the Madras Gov- 
ernment at the end of 1929, has been in operation since April 1933. The 
waters utilized for the development of the scheme are taken from the 
Pykara river which drains from the Nilgiri plateau. The Mettur hydro- 
electric scheme, which is combined with the famous Mettur Irrigation 
Project, is capable of a. maximum output of 60,000 horse-power. The 
scheme came into operation in 1933. In 1938, the Madras Government 
sanctioned the Papanasam hydro-electric scheme, intended to utilize the 
Tambraparni river falls in the Tinnevelly district. Other interesting pro-, 
jects are the Ganges Canal Hydro-electric Grid Project and pther schemes 
in the United Provinces, which wull carry electrical power to a large 
number of tovuns and villages and will assist greatly in the development 
of rural areas. In recent years the increasing demand from power con- 
sumers and the continuance of its policy of industrial development led 
the Mysore Government to sanction the construction of a Power Station 
at the Shimsha Falls for the production of 23,000 horse-power, and the 
constructicn oJ' a power station at the Jog Falls for the production of 
34,000 horse-power. It may be added that the location of India’s first air- 
craft factory at Bangalore was largely influenced by the availability of 
cheap electrical power. The Hyderabad State has started several hydro- 
electric schemes, taking advantage of its favourable position owing to the 
largest rivers of the Deccan, the Godavari, the Krishna and the Tungabha- 
drn, flowing through the Dominions. On 28 February 1945, the Tunga- 
hhadra Project was inaugurated. The undertaking, estimated to co.st Rs. 20 
crorcs, marks the culmination of protracted negotiations extending over 
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half a ccntin-y Iietween the Hyderabad (Deccan) and Madras Govern- 
ments and is a joint endeavour to banish famine in the Ceded Districts. 
The project is expected to be completed by about lfe2 and to irrigate 
half a million acres each of Madras and Hyderabad State .soil. Hydro- 
electric power is also to be generated and this part of the plan is expected 
to yield tpicker financial returns than the imgation scheme. In accord- 
ance with the recommendations of the Industrial Commission, the Gov- 
ernment of India undertook, in 1918, a' comprehensive hydrographic survey 
of India. The results of the survey have brought out various interesting 
possibilities in connexion with the development of hydro-electric power. 
For example, it is estimated that the minimum flow of the seven great 
rivers eastwards frojn the Indus is capable of giving not less than three 
million horse-power for every thousand feet of fall from the Himalayas, 
and similar considerations apply to rivers in other paints. It is hoped that 
the hydro-elcctric schemes wilT not only serve the purpose of supplying 
power to industries but also of extending irrigation facilities in Inclia. 

We may e\'en be tempted to dream of a time w'hen every village within 
reasonable distance of a hydro-electric power station will receive its 
supply of electric current to help the development of rural industries and 
increase the amenities of rural life.i The great obstacle to the realization 
of all these bright visions is the heavy initial expense of most of the hydro- 
electric schemes in India. The rainfall being seasonal, costly storage con- 
structions are necessary and the expenditure thus incurred makes it diffi- 
cult to supply power sufficiently cheaply. Even in industrial centres like 
Bombay, where coal is dear, the relative cheapness of hydro-electric power 
is not yet sufficiently pronounced.® Whether science or our notions of 
planning and finance, which underwent rapid transformation under the 
stress of war, will bg aBle to remove this difficulty, the future alone can 
show. 

§44. A poor people in a rich country.— The foregoing survey has disclosed 
the rich and*- varied character of the natural resources of India. It is a 
commonplace remark that while nature has ^showered, her bounties on 
India with a liberal hand, man has failed to profit adeqitately by them. 
The contrast between the bounty of nature and the poverty of man is here 
very striking. Hence the usual statement, which has almost become a pro- 
verb, that India is a rich country inhabited by the poor. 


lAt a meeting of'the Institute of Engineers held at Delhi in HMi) the Electrical 
Commis-sioneT with the Government of India stated that the total electrical energy 
generated in India in lOIS was about the same as the weekly production of energy in 
the United States where about 180 times as much energy (as against 100 times as xtmch 
in the United Kingdom) is used per head of population as in India, 

2 ‘ It is only when a perennial fall is situated near an industrial centre that hydro- 
clectricity becomes cheap enough for chemical and metallurgical processes.’— Jfr. f, Vesu- 
gar in a hioadcast speech on 7 February 1945. 
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POPULATION 

§1. Total population.— The total population of India according to the 
census of 1941 is placed at 388,997,955 (as againsT .838.1 millions in 1931), 
the erstwhile ‘ British ’ India containing 295,808,722 and the Indian States 
93,189,233. With an area of about half that of the United States, India 
has a population three times as large. The population of India forms 
about one-fifth of the population of the whole world.^ 

The broad changes in India’s population in the decade 1931-41 are as 
follows ’ 



1931 

1941 

Total population ... ... 

338 millions 

389 millions 

Male „ 

174 .. 

•291 „ 

Female „ 

■’ 164 

188 

Rural " „ ... 

301 

339 

urban ,, 

87 „ 

50 

Literate „ 

23 .. 

47 


§2. Factors determining density.— The density of population (i.e. number 
supported per square mile) depends on climatic conditions, security of 
life and property, standard of comfort, economic resources and stage of 
economic development ; in other words, on the external environment and 
the use of it made by man. If the economic resources are rich, obviously, 
other things being equal, a country will be able to support a higher density 
of population than if the resources are poor. Similarly, ceteris parihus, the 
more advanced the community in respect of its arts of civilization, the 
greater its capacity for supporting a dense population. A highly indus- 
trialized and cammercial country with intensive cultivation normally shows 
great density, for example, England and Wales (712) and Belgium (712). 
A purely agricultural country will generally support a very much smaller 
population. The fact that India is primarily an agricultural country ex- 
plains the low average density of her population. 

Again, fhe pastoral stage will support a smaller number per._s(}uarc mile 
Itlan the agricultural stage, and the hunting stage even less. In an agri- 


■I 'While the census of 1931 was largely boycotted for political reasons, the census of 
1941 was characterized by an organized effort on the part of Hindus, Muslims and 
other coniinunitics to find a place on the register. While this factor has undoubtedly 
inllated the population figures somewhat there is no doubt that most of the inaease 
is genuine. 

Sindian Year Book {194-1-5), p. 30. 

■3 . ■ ■ - 
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cultural country, density of population will also depend upon the char- 
acter of cultivation. ‘ 

hlere numbers supported per square mile have small significance unless 
we also take into account the standard of comfort of tile population in 
question. The density of Bengal (779), for instance, exceeds that of Bel- 
gium or England and Wales. There is, however, no comparison l)ettvcen 
Bengal and either of the other two countries mentioned as regards standard 
of well-being. The high density in the case of Bengal can only signify 
great poverty because Bengal is predominantly an agricultural province ; 
and it is estimated that agriculture under the best conditions cannot 
maintain more than 250 pei-sons per square mile at a reasonable level of 
comfort*^ ' ' 

§3. Density and prosperity.— According to die census of 1941 the average 
density over the whole of India is 246 to the square n'lile. The density for 
the Provinces is 341 and for the States, 130. For purposes of comparison, 
figures^ for the average density in some other countries are given in the 
following table 

Belgium ' ..712 (1938) The Netherlands ..086.5 (1938) 

England and Wales . . 712 '(1931) Japan . . 469,, (193.5) 

United States of America .. 44.2 (1940) * 

It is not possible to draw inferences about economic jjosition from 
average density, For example, England and Wales has about the same den- 
sity as Bengal (779) but is incomparably the richer of the two. On the 
other hand, there is a great difference as regards density betwen the United 
Slates on the one hand and England and. Wales on the other, which, how- 
ever, does not prevent the two countries from being on a pai- as I'egards 
their economic position. The case of every country must be studied Sepa- 
rately to find out the relation, if any, between the density of its popula- 
' tion and its, economic condition. The following three tables .show (i) the 
gi'owth of dcTnsity from decade to decade since 1901 in India and the pro- 
vinces, (ii) the percentage variation, and (hi) comparative figiu'cs of the 
growth of density in some of the provinces.^ . 


TABLE I 
Average Density 



AThe Slateamcm’s Year Book (1943). 

•■i Census Report (1941), vol. r, part I, p. 69. 
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TABLE II 


Percentage Variation 



ludia 

Provinces 

1901-11 




+ 6-7 

5-0 

mii-'ii 




1 -h 0-9 '• 

0-8 

1921-31 




4-10-6 

+ 9-9 

1931-41 




-f-15'0 

-H5-2 

1901-41 




1 ■+-370 

■+34-1 


TABLE III 



Table HI above reveals great variation in density from province to 
province. 

It is seldom possible to explain these disparities with reference to any 
one of the numerous factors which have a bcai'ing on the density of the 
population. It would, for example, be erroneous to say that in India rain- 
fall primarily determines density. Beyond a certain point, rainfall, far 
from being beneficial, is positively injurious. In most parts ,of India the 
optimum conditions would require an average annual prfepitation of 
about 40 inches of rain, provided it is properly distributed. It is only 
ivlien the rainfall is less than this or badly distributed that the differences 
in the amount received exercise any considerable influence on cultivation 
and, therefore, on density of population. In so far as success in cultivation 
depends on water, irrigation will obviously have the same influence as 
rainfall and, therefore, when it is provided it is an important factor de- 
termining "density. . 

**Having regard to the fact, however, that irrigation affeas only a very 
small proportion of the total area of India its general 'influence on den- 
sity is negligible. Taking the country as a whole, configijration is a far 
more important factor. Other things remaining tfie same, successful culti- 
vation depends largely on tire shape of the surface. Where it is level, every 
inch of the land can be cultivated. Where it is undulating, although the 
lower slopes may be very fertile, cultivation is difficult and precarious. 
Throughout India the most tliickly populated tracts are the level plains. 
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for example, in Bengal, east United Provinces and the low-lying tracts 
along the east coast in the southern part of the peninsula. Extensive plains 
with vast .stretches of fertile land and adequate rainfall are obviously con- 
ducive to high density as in the case of Bengal and the United Provinces. 

The fact that conditions are not so favourable in the.sc respects explains 
the relatively lower density of Bombay. Sometimes an unfavourable cli- 
mate cancels all other ^advantagej an^ leads to a comparatively low den- 
sity, as in Assam. 

The nature of the soil becomes an important factor only when com- 
bined with the requisite amount of rainfall. Taken by itself its influence 
is not very marked in India. Moreover, the variatiofis are on the whole 
too miqute to be taken into account when dealing with large areas. 

These disparities in regard to density are,,also due in some measure to 
the stay-at-home habits of .the people and other difficralties in the way of 
free internal migration. The case of Delhi (density per square raile=:l,602) 
stands by itself, as the large urban population of the city of Delhi con- 
tributes the major part of the total population of the province. 

§4. Distribution of the population according to religion and community.- 
Roughly speaking, of every,. 100 persons in India, 68 are I-Iindus, 22 
Muslims, 3 Buddhists, 3 Animists, 1 Sikh and 1 Christian. ‘ Of the’remain- 
ing 2, one is equally likely to be a Buddhist or a Christian, and the other 
most probably a Jain.’ 

Religion as a census criterion of differentiation was in 1941 replaced 
by the concept of community, and the table below give,? the communities 
returned. 


Community '■ 

British India 
(millions) 

States 
, (millions) 

Total 

Hindus '' 

/Scheduled castes. 



8-9 

48-8 

\Cf,5hers 


150-9 

5S-2 

206-1 

Muslims 


79-4 

15-0 

94-4 

Tribes 



16-7 

I 8-7 

! 25-4 

Sikhs 



4-2 " 

1-5 

( 5-7 

Cfirisiians 



3-5 

2-8 

6-3 

Others. 



1-2 

1-0 

2-2 






388-9 


The Hindus largely outnumber other communities in the centre and 
south of India, more especially in the Madras province, whet'c they are 
no less than 87 per cent of the population. Other provinces where tlTe 
Hindus are in the majority are Assam, Bihar, Orissa, the United Provinces, 
the Central India tract, Rajputana and Bombay. The population of the 
North-West Frontier Province, Baluchistan and Kashmir is almost exclu- 
sively Muslim, and is predominantly so in the Punjab, Eastern Bengal 
and Sind. Muslims form 34 per cent of the population of Assam and 15 
per cent in the United Provinces, The Sikhs are localized in the Punjab 
and the Jains in Rajputana, Ajmer-Merwara and the neighbouring States. 
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Almost half the fain population is in the Bombay province (including 
Indian States) and Bavoda. Those who are classed as tribes are principally 
to be found in Orissa, the Central Provinces and Assam, though a fairly 
large number were also returned in Bengal, Madras, Rajputann, Central 
India and Hyderabad. More than half of the total number of Christians 
reside in South India. The Parsis and Jews belong primarily to Bombay. 
1^5. Distribution of population according to occupildon.— The figures ^ on 
page 38 serve to indicate the relative importance of the occupations from 
which the people of India derive tKeir livelihood. 

Corresponding figures are not given in the Census Report of 1941, but 
there is no reason to* suppose that there has been any fundamental change 
in the occupational distribution since 1931 except for-thc fact that there 
has been some real increase ^vinder Transport, as ‘ communications have 
everywhere increased, roads are better, and motor traffic has become ubi- 
quitous during the decade'. There has also been a slight ino'ease under 
Professions and Liberal Arts, reflecting the all-too-gradual spread of 
literacy. A strict compai'ison of the figures bearing on the occupational 
distribution of the population as revealed by the successive censuses is 
not possible because of the changes in classification introduced' from time 
to time?.* We may, however, rest assured that the salient features of this 
distribution have remained practically undisturbed ever since the census 
was instituted. For exainjale, the overwhelming preponderance of agri- 
culture among the ocaipations has to this day remained virtually un- 
affected. It should be noted that while the percentage of workers engaged 
in industries (to the total number of workers) is 10.38, only 1.5 per cent 
of these are supported by organized industries.® The bulk of the remainder 
are engaged in unorganized industries connected with the supply of per- 
sonal and household necessities and the simple implements of work. The 
administration and protection of the country engages only 1|- per cent 
of the total number of workers and the remainder are .supported by 
domestic, miscellaheotts and ‘ unproductive ’ occupations. 'Though the 
extent to which agriculture- predominates in individual provinces varies, 
there is no regfon in which it does not in some form or other easily take 
the first place. In spite of the trade of Calcutta and the numerous indus- 
trial and mining concerns of Bengal and Bihar, the population of the 
eastern provinces is overwhelmingly agricultural and contains a higher per- 
centage of persons supported by the land than any other tract of India. 
Of industrial workers, the largest proportions in the local population are 
in the Punjab, the United Provinces and Bombay. Of these three pro- 
vinces, however, agriculture dominates the economic lile of the first two, 
where the industrial occupations, though they engage a substantial num- 
ber of persons, are mostly of the cottage industiy type. In Bombay deve- 
lopment of organized industiy is of some economic importance but is 

J See Statistical Abstract for British India from 1922-3 to 1931-2, Table No. 18. 

2 Sec also vol. II, ch. ii. 
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dependants. 
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at present largely confined to a few of the biggest cities. In the category 
of unclassified occiipations the majority of persons are labourers whose 
particular form of labour is unspecified, and the rest mostly unspt'cificd 
clerks. , 

Among the civilized countries of the world India has the highest per- 
centage of: people dependent on agriculture and the lowest percentage of 
those employed in industries, trade, transport, etc} For instance, in 1931 
in England almost 58 per cent made tlieir living by industry and 8 per 
cent by agriculture, as compared with 9.95 and 66.4 per cent respectively 
in India. 

The economics of* a country dependent on agriculture to so great an 
extent as India must be unstable. Dependence on agriculture means de- 
pendence on rains ; and if thp rains fail there is necessarily widespread 
distress, involving the majority of the people. This will not be the case if 
a considerable section of the people cease to be directly dependent on 
agriculture. The Famine Commission of 1880 correctly diagnosed the situa- 
tion when they said that ‘ at the root of nruch of the poverty of the people 
of India and of the risks to which they are exposed . . . lies the unfor- 
tunate circumstance that agriculture forms almost the sole oeJupation of 
the masses of the population ’, and by way of remedy they recommended 
th’e development of manufacturing industries. A more even vocational 
distribution of the population through an all-roirnd development of the 
economic resources of the country is greatly to be desired. 

§6. Population in towns and villages.— The preponderant position of agri- 
culture is further reflected in the distribution of the population between 
urban and rural areas. The census' of 1931 showed a slight increase over 
1921 in the urban population from 10.2 to 11 per ccirt of the total pojrula- 
tion. The census of 1941 showed a further small increase to 12.8 per cent. 
‘ The very small proportion that the urban population bears to the whole 
is clearly indicated by the close relation between the variation in total 
population and that of the rural population as contrasted witii the general 
antithesis between the total, and the urban variations.’ 

The census of 1941 shows an increase of 81 per cent in tho urban popu- 
lation over the figure in 1931 as against 15 per cent increase of the total 
population. All the same the predominantly rural character of the Indian 
population remains. Villages, i.e. localities with a population of less than 

5.000, absorb about 87 per cent of the people in the country. 

The jjeAentage of urban population ranges from 3.4 in Assam to 22.6 
ii? Bombay, which is the most urbanized of the major provinces of Indi-a. 

Compared to India as a whole with its 13 per cent, £lre urban popula- 
tion is 49 per cent in France, 50.8 per cent in Northern Ireland, 5.3.7 per 
cent in Canada, 56.2 per cent in die U:S.A. and 80 per cent in England 
and Wales. 

The table on p. 40 shows the :Cliief cities whose population exceeds 

100.000. There are only 56 such cities in India. Only nine of them hav., 
more than 400,000 inhabitants. 
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City 

Population 

1941 

Population 

1931 

Females per 
1,009 males 

% variation 
1931-41 

Calcutta witli Howrah 

2,488,18.1 

1,388,644 

431 

+ 79 

Bombay ... ...’ 

1,489,883 

1,161.383 

581 

+ 28 

Madras 

777,481 

647,230 

908 

+ 20 

Hyderabad (Hn.) ... . ... 

739,159 

466,894 

947 

+ .58 

Delhi ... 

521.849 , 

347,639 

724 

+ 50 

Lahore ... ... 

(571,659 

429,747 ' 

596 

+ .56 

Ahmedabad ... ... 

591,267 ' 

310,000 

715 

-t-97 

Bangalore* ... ... 

406,760 

306,470 

900 


I.ucknow 

387,177 

274,6.59 

516 

-t-39 

Amritsar 

391,010 

264,840 

r 706 

+ 48 

Karachi ... ... 

359,492 . 

247,791 

780 

+ 45 

Poona ... 

258,197 

198,078 

888 

+ 30 

Cawnpore"' ... 

487,324 

243,755 

644 

+99 

Agra 

284,149 

223:764 

818 

+ 23 

Nagpur ... ,t. 

301,957 

215,165 

" 89.5 

+ 45 

Benares 

263.100 

205,315 

781 

+ 28 

Allahabad 

260,630 

183,914 

755 

+ 41 

Madura ... 

2.39,144 

182,018 

98.3 

+ 31 

Srinagar 

207,787 

173,573 

848 

+ 20 

Patna ... 

175,706 

145,432 

769 

+21 

Sholapur r ’ ... . ... 

212,620 

144,654 

908 

+47 

Jaipur ... 

» 175,810 

150,579 

881 

+ 17 

Bareilly ... 

192,688 

144,031 

819 

434 

Trichinopoly ... 

159,566 

142,843 

961 

+ 13 ' 

Dacca ... 

213,218 

138,618 

731 

+.53 

Meerut ... ... 

169,290 

136,709 

713 

+23 

Indore ... 

203,695 

147,100 

767 

+60 

Jubbulpore ... 

178,339 

124,382 

732 

+44 

Peshawar 

130,967 

87,440 

708 

+.50 

Ajmer 

147,258 

119,524 

843 

+23 

Multan 

142,768 

119,457 I 

800 

+ 20 

Rawalpindi ... 

181,169 

119,284 ; 

577 

+52 . 

Baroda ... ... , ... 

1 153,301 

112,860 1 

■ 81.5 

+35 

Moradabad ... « 

1 142,414, 

110,562 

852 

+28 

Tinnevelly with Palamcottah ...j 

! 91,644 

109,068 

1,068 1 

-16 

Mysore ... ...i 

150,540 

107,142 

907 

+41 

'Salem .r. ... ...| 

! 129,702 

102,179 

963 

+27 

. Lashkar Gwali<Jr ... ,..j 

1 182,492 

126,949 

834 

+44 

Surat ... ... , ...j 

171,443 

98,936 

898 

+73 

Jamshedpur 

148,711 

83,768 

712 

+78 

Sialkot ... ... ...1 

138,348 • 

100,973 

743' . 

+38 

Jullundur ... 

135,283 

89,030 

690 

+62 

Kolar: Gold Fields ... 

133,859 

85,103 

906 

+ 57 

Goimbatore 

130,348 

, 95,198 

927 

+ 37 

Trivandrum ... . 

128,365 

96,016 

956 

+ 34 

Hyderabad (feind) ... 

127,521 

96,021 

831 

+ 33 

Bikaner ... ... 

127,226 

85,927 

821 

+ 48 

Jodhpur ; ■ 

126,842 

94,736 

844 : 

r +34 

Galicut ... '' V. ... 

126,352 

. 99,273 

974 

+28 

Bhatpara 

117,044 ' 

84,975 

498 

+38 

Koil- Aligarh 

112,655 

83,878 

766 

+ 34 

Ludhiana : , ; ... 

111,639 


716 

+64 

Shahjaflpur ... ,... 

110,163 

831764 

775 

-1-33 

Saharanpur ... : . , ... 

108,263 

78,655 

729 

+ 38 

Gaya ... 

105,223 

88.005 

799 

+.19 V 

Jhansi ... .... 

103,254 

93,112 

. 856^ 

■ +11 

Bhavnagar 

. 102,851 

75,594 

890 

+ 36 


iWith Civil; and Military Station. 
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Tiic increase in the population o£ the coimtr)' as shou’n by the 1941 
census is particularly marked in the case of the bigger cities as can be 
seen by a glance at the last column of the above table. Bombay’s rate of 
increase is about 28 per cent. 

In most Western countries, tire nineteenth century witnessed a great 
development of organized industries, resulting in a phenomenally rapid 
growth of the town population, in marked ceJntrase with the almost 
stationary character of the urban ‘population in India. The overwholm- 
ing increase in the urban population in England as a result of the Indus- 
trial Revolution is too well knorvn a fact to be dwelt upon at length here. 
In England some ftJur-fifths of the population are town dwellers. In India, 
on the other hand, six-sevenths live in villages. 

The present excessively upgven distribution between city and' country, 
with only a negligible proportion of the people living in cities, is an index 
of the economic backwardness of the population. Ranade, commenting on 
the progressive ruralization, pointed out that it meant loss of power, in- 
telligeirce and self-dependence. Civilization and progress have always 
originated in cities, from which they have radiated into the countryside 
which, left to itself, has seldom displayed the capacity foi* progressive 
develdpment. The present distribution of the population between city and 
country in India could be radically altered in favour of towns only by the 
development of industries, trade and transport, W’'e must not, indeed, over- 
look the perils associated with vast aggregations of population into a few 
mammoth cities like London, New York, Bombay and Calcutta, but the 
rise of medium-sized towns scattered all over the country would afford all 
the economies of large-scale production and amenities of town life, while 
avoiding the dangers to moral and physical health associated with modern 
slums, •• 

§7. Population according to sex.— According to the censuses of 1931 and 
1941 the proportion of females to every thousand males was 940, and 935' 
respectively (954 in 1911 and 946 in 1921). The only i>ro7inces showing 
an excess of females over males are Madras, Orissa, and the Central Pro- 
vinces excIusNe of Berar. 

The deficiency of females at birth is a universal phenomenon (in India 
there are 108 male children born for every 100 female children). This 
disparity is corrected in European countries by the higher rate of infant 
mortality in the case of males than in the case of females. ‘Organically, 
woman is' the stronger and not the weaker vessel.'^ But conditions in India 
are distinctly unfavourable to female life in contrast with European con- 
ditions. From the age of 10, arid especially after the pc’riod of adolescence 

1 P. K.. Wattal, PnptiliUion Problem in India, 11. The disproportion of temtiic lo 
male children in India, however, has aometime? been, regarded as a sign that Icmale 
infanticide has not yet been completely stamped out. TItis practice is supposed to be 
prevalent, not only among the degraded races, but also to some extent amongst res- 
pected and reputable communities like die Jats, Khatris, Gujars, Rajputs, etc. Sec Cen- 
sus 0 / India (1921) , vol, I, appendix vi. ^ . 
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is readied, the death-rate among females shows an excess over that of 
males, contrary to European experience. An explanation is afforded by the 
existence of certain social practices. For example, the purdah is especially 
tlisastrous in its effects on the health of women residing in crowded towns. 
It is found among comparatively well-to-do Muslims and also among 
Hindus in tho.se parts of the country where Muslim influence has been 
strongly at work. But th® most important cause of excessive female mortal- 
ity is the prevalence of early marriages' which subject girls to the risks of 
motherhood at an age when they have dot yet reached full physical matur- 
ity. As the Census Superintendent, Baroda (1901) observes, numbers of 
child-wives ‘ march from the nuptial bed to the funeral pile. Nervous 
debility, consumption, and the uterine diseases create havoc among them.’ 
To the strain of bearing children too early is added that of bearing them 
too frequently. The maternal mortality rate for India qs a whole is 24.05 
per mille as shown by Sir 'John Megaw who made an inquiry in 1933. 
According to the same authority, the rate is nearly 50 per mille in Bengal. 

‘ In England great concern is expressed because the rate continues to be 
so high as 4.11 per 1,000.’ Another probable cause is that in India female 
life is held cheaper than in the West, not only by men but by the women 
themselves, and this results in a deliberate neglect of health in the case 
of females, especially during the earlier years. Again, women workers id 
field or factory are seldom in a position to enjoy the necessary period of 
rest before and after delivery, and the strain of overwork inevitably inr- 
pairs their physique. The unskilful midwifery of the village dai is a fur- 
ther contributory cause. The proportion of females to males shows a 
definite progressive diminution from census to census. 

The deficiency of the females in the general population is further greatly 
accentuated in the popufation of the towns, in contrast with the exactly 
opposite conditions which prevail in Western countries where females are 
largely iq, excess of males in the towns. This is accounted for by the mi- 
gratory character of the factory hands, who seldom bring their families 
to the towns, and, secondly, by the relatively simpler employment of women 
in urban industries. The number of women per thousand inales in 1941 
was only 431 in Calcutta and 581 in Bombay. (See table on p. 40.) 

It need scarcely be pointed out that this shortage of females in the towns 
adversely affects the health, comfort and morals of the workers. 

'I’he percentage of female workers to the total number of females is 25 
in India and is comparable with the percentage in some of the most 
advanced countries of the West. This is somewhat surprising and may be” 
taken to indicate that the purdah affects only a negligible proportion of 
women. It may also be said to throw a sidelight on Indian poverty, because 
in India an improvement in earning capacity is generally followed by a 
withdrawal of the womenfolk from the ranks of tvorkers. Prevalent ideas 
of respectability enjoin that the women of the household shall, if possible, 
not go out to work. The large proportion of women workers, therefore, 
indicates that very fetv people in the country can afford the luxury of 
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idleness for their women. Their work is turned to account, although with 
reluctance, in ord(;r to supplement the family income.^ 

§8. Distribution according to age.— The Census Report (1931) contains the 
follotving figures showing the age-distribution of 10,000 males and females 
of the Indian population by 10-yearly age-groups for the five decades 1891- 
19.3L. 


Age- 

group 

1931 • 

19 

21 • 

• 1911 

1901 

1891 

1 

Female-s 

S 

1 

Females. 

. 1 

Females 

Males 

I 


I 

1 

0-10 

2,802 

2,889 

2,673 

2,810 

2,710 

2,816 

2,648 

2,721 

2,837 

2,923 

10-20 

2,p88t 

2,062 

2,087 

1,896 

2,013 

1,823 

2,130 

1,917 

1,974 

1,758 

20-30 ... 

1.768 

1,856 

1,640 

1,766 

1,718 

1,839 

1,666 

1,787 

1,678 

1,801 

30-40 

1,431 

1,351 

1,461 

1,398 

1,451 

1.391 

1,457 

1,408 

1,455 

1,401 

40-S0 

968 

891 

1,013 

967 

1,014 

969 

1,019 

991 

1,004 

949 

50-60 

361 ' 

545 

619 

606 

609 

« 607 

614 

621 

590 

596 

• 60-70 

269 

281 

347 

377 

340 

380 1 





70 and 







466 

555 

I -162 

573 

over 

115 

125 

160 

180 

145 

175J 





Mean Age ... 

23-2 

22-8 

1 

24-8 

24-7 

24’7 

24'7 

j 24-7 

25- 1 

1' 24 '4 

i 

24’9 


The principal economic significance of the age-composition of a 
population is the proportion of workers (effective^ population) to the total 
population. The age-distribution of the population nf every countiy can 
be exhibited in the form of a pyramid. The svnaller age-groups, which 
represent the largest proportion of the population, form the base of the 
pyramid, which will narrow down as the higher age-groupS are reached 
until it will finally taper ta a point, because after a certain age there will 

1 While it is legitimate to ground the inference as regards poverty on the fact that 
a large number of women are compelled to seek employment outside their liomes in 
spite of the existence of strong social prejudices operating against such a course, this 
does not .-ifiect the validity of the usual contention that the total quantily of female 
labour is very small in India relatively to 'Wcstem countries. Again, custom and pre- 
judice keep a much larger number of occupations closed against women ‘in India, and 
tliis involves a considerable waste of female labour and makes the size of die national 
dividend .“imaller than it need be. The number of women workers is large. But most 
of them being part-time and casual workers, their contribution to the total of paid 
labour is negligible in comparison with that of the male workers. 7'he census of 1931 
made a distinction between ‘working’ and ‘ non.working ’ dependants. A person whose 
earnings were casual and insignificant was now classed as a ‘non- working dependant’ 
of the family. This distinction affected more women than men. The census of 1931 
consequently showed a large decline of workers among women, many of whom would, 
according to the classification adopted in tlie earlier census, have been classed as workers. 
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Ik; no persons living to record. The shape of the pyramid will differ accord- 
ing to the relative proportions between the different, age-groups in the 
total population. In the case of India, the age pyramid has the broadest 
base of all countries owing to the very high birth-rate. India has the largest 
proportion of children under ten. The pyramid also tapers towards a point 
more sharply than in the case of any other country, indicating the inferior 
longevity of the Indian*^ population. There are relatively very few people 
in India tvho live beyond the age of 60. 

The commonly accepted limits for tfie productive or the working popu- 
lation are between the ages of 15 and 60 or 65 in Europe; In India, on 
the other han^d, the upper limit has necessarily to bfi lower because old 
age and incapacity for work set in much, more quickly than in Europe. 
The accefpted age-limits in India, therefore,^ are 13-40. The effective or 
working population of India in this sense is 41 per cent of the total popu- 
lation.i III France it is 53 per cent and in England more than 64 per cent, 
taking for these two countries the limits of 15-60 for the productive popu- 
lation. Any steps calculated to improve the standard of public health and 
increase the longevity of the people would naturally increase the propor- 
tion of the iS/orking populatioy. The death-rate has shown a slight tendency 
to fall since 1 920 probably owing to the reorganization of the "Public 
Health Departments and their increased activity. 

It need hardly be pointed out that the age-distribution in the same 
country may vary from time to time. There may be, for example, changes 
in the nontial birth- and death-rates. Again, war, famine, and epidemic 
diseases may alter the age-distribution. A war would reduce the propor- 
tion of the young. The incidence of famine and epidemics is different on 
the different age-groups. Famine affects diildren more severely than adults, 
whereas epidemics have the reverse effect. Excessive mortality among chil- 
dren will in course of time (after some fifteen years) be reflected in a 
'smaller number of adults. Similarly, if a large number of adults are carried 
off by disease 'during the reproductive period of life, this will result in a 
reduced birth-rate and consequently a smaller proportion of children. 
Owing to the heavy mortality caused by the influenza epidemic of 1918 
in India, the proportion of the working population to the total population 
may be presumed to have become more than normally unfavourable. 
While all sections of the people suffered more or less, the mortality was 
heaviest among the adults. 

The following table shows, in millions, the distribution of the popula- 
tion according to age and sex at the census of 1921. 


-See K A. Wadia and K. T. Merchant, Our Economic Problem, third edition, p. 83. 
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I Total Population | 


j Total F’opulation 

Age 

Persons 

Males 

j Females 

Age 

Persons 

Males 1 

Females 

0-5 

i 39'65 1 

19-48 

20-17 

40-45 

19-58 

10-07 

.9-51 

5-10 

46-74 ] 

2.3-84 

22-90 

45-50 

11 -(14 

6-34 

5-30 

10-15 

36-74 

20-17 

16-57 

50-55 . 

13-74 

7-03 

6-71 

15-20 

26-14 : 

13-65 

12- 49 

13- 5(5 

55-60 ’ 

5-57 

2-99 

2i)8 

20-25 

26-06 

•12-56 

• 60-65 

8-88 

4-31 

4-57 

25-30 

27-59 1 

14-02 

13-57 

65-70 

2-51 

1-30 

1-21 

30-35 

26-13 

13-37 

12-76 

70 and 

5-34 

2-58 

2-76 

35-40 

18-96 

10-30 

8-66 

over 





Age unspecified* 


■ ■24>j 

24' 



Total 



315-35 , 

162-08,. 

lS3-*27 


§9. The Indian birtli- and death-rate.~The size t)£ the Indian population is 
determined almost exclusively by the birth-rate and the death-rate, both 
emigration and immigration being negligible factors. The annual birth- 
and death-rate in India are among the highest in the world, being 34.S and 
24.9 respectively.^ In the more progressive European countries the tendency 
towards a diminution both of the birth-rath and the death-rate has been 
strongly in operation. For example, in England and Wales for 1891-5 the 
births and deaths per thousand were 30.5 and 18.7 respectively. The cor- 
responding figures for 1932 were 15.3 and 12.0. 

In India no such striking diminution of the birth- and death-rate has 
ocairred. On the contrary, during certain periods an actual increase in 
both is visible, as will be seen from the table on page 46.** 

§10. Death-rate.— A high and unchecked birth-rate is usually associated 
with a high death-rate. The high death-rate in indm is in the last resort 
due to general poverty, which makes the people peculiarly non-resistant 
to diseases like malaria, plague and influenza. The low vitality of the, 
Indian people explains the fact that at most ages the expectation of life 
is lower than in the European countries. 

iNot in millions. 

2 The vit.ll statistics in India are particularly unreliable, especially in the rural areas 
where the persons employed for collecting them are ill-paid and illiterate. If a fair 
allowance is made for this fact, the figures for the normal birth- and death-rates in 
India would, .iccording to Professor Cyan Chand, be about 48 and 33 per mille res. 
pectively. .“iec Cyan Chand, India’s Teeming Millions, pp. 97-9. 

, 8 We are indebted to Dr P. V. Sukhatme, Statistician, Imperial Council of Agricul- 
tural Research, New Delhi, for pointing out that the trends of ^birth- and death-rates 
in this table up to and including the year 1930 are not quite accurate since no 
.iccount is taken of the annual increases of population through excess of births over 
deaths. The net result of this has been that the rates appear incre.isingly larger than 
they actually are in the years preceding the census years. For instance, the correctly 
adjusted birth-rate for 1930 is 32.9 as against 35.99 in the table. Likewise, the corrected 
death-rate for the same year is 24.6 as against 26.85, For . the years .succeeding 1931 
no such adjustment is ncces,sary as due account has since been taken of the annual 
increases in India’s (mpulation. 
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Period or Year 

Ratio of births 
per thousand 

Ratio of doirths 
' per thousand 

1885-90 

35-83 

' 27-44 

1891-1900 

35-43 

3i-;ii 

1901-10 : 

38-18 

33-94 

1911-17 

38-68 

30-31 

1918 * 

35-35 

62-46 

1919 

*30-24 

35-87 

1920 

32-98 

.30-84 

Average of 


34-13 

. 1911-20 

36-93 

11921 

32-20 

30-59 

1923 

35-06 

* 25-00 

1926 • 

34-77 

26-76 

1928 1 

36-79 

25-59 

1930 

35-99 

26-85 

1931 

34-38 

24-89 

1932 


• 21-6 

1933 

35-6 

22-4 

1934 

33-7 

24-9 

1935 

35-0 

23-8 

1936 

35-6 

22-7 

1937 

34-5 

22-4 

1938 

34-1 

24-3 


' The ■ average expectation "of a male in England is 65.62 ycai;')' ; it is 
only 26.91 in India, or less than half. In the case of females the ligaxrfis 
are 26.56 for India and 59.58 for England. . . . For 1891 the English figure 
for male lives was 44.13 when the Indian figure was 25.54. In 1920-2, the 
English figure M'ent up to 55.62, when even in 1931 the Indian figure, 
after having declined to 23.96 in 1901 and still further to 23.32 in 1911, 
was only 26.56. In other words, while the Englishman has added 111 years 
to his life in 30 years the Indian has in a longer period of 40 years put 
on only one year.u Qnt of every 1,000 persons born in India, 45 die before 
reaching the age of 5 as against 14 to 15 in the countries of western Europe. 
.. The expectation of life in European countries generally has been show- 
ing a decided improvement owing to better conditions of life and greater 
control over the preventible causers of death ; .whereas in India, economi- 
cally speaking, the country has been practically at a standstill, and the 
improvement noted in the case of European countries has failed to appc:ar. 
The sliort average expectation of life in India implies that too many men 
who have gathered experience and wisdom are snatched away when their 
power to be of service to the community is at its highest. 

The two outstanding features of the death-rate in India arc* the high 
infantile mortality and the high female mortality at reproductive age;.. 
The infantile mortality is higher in India than in any other civilized 
country. About one-fifth of the children bom die before they reach the 
age of one year, and the infant death-rate amounts to one-fifth of the total 
death-rate for all ages. Owing to the highly insanitary conditions prevail- 
ing in tire bigger cities in India, infant mortality is especially heavy there ; 

iWattal, op. cit„ pp. 71-2. 
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for insfancc, in Bombay it is 274 per thousand as against (Sb in London. 
There was a time, when in Europe infantile mortality was as high as in 
India today, but in the course of the present century a most remarkable 
decline lias bcch achieved, as can be seen from the following tabic relating 
to England and Wales. 


Period 

1 

Deatlis under one year 
per thousand births * 

.Period 

1 ' 

1 * Deaths under one year . 
i per thousand births 

18S0-5 

156 

1911-15 

! no 

1870-5 

f 153 

1916 

80 

1891-5 

I . 151 

1924 

75 

1896-1900 

156 

1925 

V75 

1902-5 

138 

1926 

70 

1906-10 

1 117 

1932 

60 


The following figures for infant mortality. in India afford a painful 
contrast. 


Year 

Deaths under one year 
per thousand births 

Year 

Deaths under one year 
per thousand births 

Males 

Females 

Males , 

Females ! 

1911 

214 

196 

1918 

274 

260 

1912 

216 

199 

1919 

.228 

220 

1913 

193 

197 

1920 

201 

188 

1914 

219 

204 

1922 

183 

166 

1915 

20S 

195 

1925 

181 

167 

1916 

209 

195 

1928 

1 181 

164 

1917 

212 

198 

1931 

! 188 

170 , 


This heavy rate of infant mortality shows no appreciable abatement at 
all comparable to the decline that has taken place in western Europe. 
Part of it is attributable to the aistom of early marriage, which impairs 
the vitality of the mother and therefore of the child. Drugging the child 
w'ith opium when the mother wants to be free for tvork and'also the grow- 
ing difficulty of securing ati adequate supply of good milk— factors which 
are present in an especially acute form in large towms though by no means 
altogether absent in the villages— are important contributory causes. On 
top of all these causes and largely explaining them is the influence of the 
grinding poverty of the masses. The second peculiarity in connexion with, 
the Indian death-rate is the excessive mortality among women of child- 
bearing age. As we have already analysed the causes of this phenomenon 
there is no need for further coinment on it. 

§11. Growth of population.— The actual ina'easc in the Indian population 
has been slow from decade to decade when rve consider the period of the last 
fifty years or so, for which census statistics are available, the reason being 
that although the birth-rate is high, the death-rate has almost kept pace 
with it. The survival rate, therefore, is lower than in Europe, tvhere, al- 
though the birth-rate is much lower, the death-rate is lower still. Between 
1872 and 1921 the population in India increased by only 20 per cent. 
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The population o( 315.156,396 in 1911 increased to 318,942,480 in 1921 
which gives a percentage of 1.2. The widespread failure of the rains in 
1918, together with the havoc wrought by the great inlluenza epidemic 
which ‘ wiped out in a few months practically the whole natural increase 
in the jjopuhition for the previous seven years’, was responsible for the 
exceptionally low rate of increase during 191 1-21. The total number of 
deaths due to iiifiuen/a^has been estimated at 14 millions. The following 
table sIrov/s the irregular movement of the population from decade to 
decade. 


Nominal 

IiicreMe | 

Variation percentage 
since last census 

Census of j 

Population in millions 
inclusive of Burma 

" 1872 . ^ 1 

206 16 


1881 

253-89 

-f23-2 

1891 

287-31 

+ 13-2 

1901 

294-36 

-h2-5 

1911 

315-15 

+7-1 

: 1921 

318-94 

-1-1-2 

1931 

352-8 

+ 10-6 

1941' 

405-82 

-ITS 


The real increase can be arrived at after making allowance for the 
increase of area and population enumerated at each census and for the 
fact that the methods of taking the census have become progressively more 
accurate. After making due allowance for these factors we arrive at the 
following result i-epresenting the real increase.^ 


Period 

Increase due I 
to inclusion of j 

'i 

Increase clue 1 
I to improve- 
ment of 
method 
{millions) 

Real im-reace 
of popuKation 
{■millions) 

Total 
_ {milliOHS). 

Rato pejr 
cent of real 
increase 

1872-81 ' 

I 33-0 . 1 

. 12-0 

3-0 

\ 48-0 

! -i-s 

1881-91 

5-7 : 

3-5 

24-3 

33-5 

9-6 

1891-1901 


0-2 

4-1 

7-0 

1-4 

1901-11 

1-8 


18-7 

I 20-5 

6-4 

1911-21 

' 0-r .'1 


1 3-7 • 

3-8 

1-2 

1921-31 

■■ ■" . ’O-O , 


34-0 . 

34% 

10-6 

Total’ , ... 

43-3 ■■ 

15-7 . 

87-8 i 

146-8 

30-7 


Whereas the percentage increase of population between 1870 and 1930 
was about 30 in India, it was 60 in Europe. 

The periods showing an abnormally small rate of increase in India arc 
marked by the appearance of special calamities like famines and plague, 
cutting off the na!;ural increase to a very large extent, 'rims there was a 

iTlie all-India population (exclusive of Burma) in IQ-Il shows almost Ihe same 
pciccntage increase over J9.B! as shown in the Table, 15, The level ot incie.ise in Uriiish 
India was 15.2 per cent and in the States and Agencies, I1..S per cent. I'lie picture is 
one of general increase except in part of Baluchistan and a few minor States which 
recorded a decrease. , - ■ 

2 Census of Indiu .(1921), vol.,1, p. 7 smA India in 1930-1, p. MC. 
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severe famine in south India during 1876-8, and during 1890-1900 plague 
and famine joined diands to check the increase. 

TJic period of 1901 to 1911 is described as one ‘ of moderate agricultural 
prosperity and' population would have increased very substantially had 
it not been for the appearance of plague and of ntalaria in an eiDideniic 
form, which carried off large numbers in the Punjtjb and the United Pro- 
vinces. The decade of J881 to 1891 was the only period which escaped 
from any exceptional disaster. It has„ therefore, been suggested that the rate 
of 9.6 per cent rnnst be regarded as abnormal, and that some deductions 
must be made if we wish to arrive at the normal increase of the popula- 
tion. By normal increase we mean an increase that would T-esidt if con- 
ditions tvere neither exceptionally favourable nor exceptionally niafavour- 
able. I'he Census Connnissioiier for 1921 places ‘ the probable natural in- 
crement in India at the present stage of development, and apart from 
exceptional calamities, at between 7 and 8 per cent in the decade’.^ This 
is probably an underestimate. The actual increase for the whole of India 
between 1921 and 1931 was as much as 10.6 per cent in spite of the in- 
flucnz'a epidemic in 1918 which was held to have mainly affected the popu- 
lation at the reproducing age. * 

.On the other hand, the decade prior to 1931 wms exceptionally favour- 
able for an increase in population, which actually reached 34 millions, 
There U'as no serious famine during the decade and the methods of deal- 
ing with epidemics like cholera, plague and kala-azar have been steadily 
improving.® The census of 1941 has revealed an increase of almost 50 
millions since 1931. The growth in the Indian population in recent times 
is mainly to be attributed to political security rather than to economic 
development. If the economic development visualized in the near future 
as a result of post-war planning is actually accomplished, the immediate 
result is likely to be a substantial deci'ease in the death-rate without a 
corresponding decrease in birth-rate. The survival rate will .Consequently 
increase and population will grow even moi'e rapidly than assumed, for 
example, in thg Bombay Plan. Instead of an increase of 5 millions per 
annum contemplated by the Bombay Plan, the country will probably have 
to face an increase of 10 millions or more. 

§12. Problem of over-population in India.— In India there has been much 
controversy on the question whether unrestricted multiplication has not 
been one pf the major causes of Indian poverty. The official view of the 
British Government used to be that over-population was a potent cause 
of Indian poverty, while the politicians generally opposed this theory 
because its acceptance seemed to exonerate the Government from all blame 
or responsibility for the poverty of the Indian people. 

1 Census of India (1921), vol. I, p. 48. 

2 ‘ The improved treatment (with organic antimony compounds for kala-azar) intro- 
duced during tlie decade 1921-31 . . . cures the disease in ten days or even less.' Census 
of India n931), vol, I, p. 7. 
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Over-population may be regarded either as a state or as a tendency and 
it is best to relate it to the idea of an optimum pojmlation. This has been 
explained as folloxvs by Canaan:— ‘At any given time, or which comes 
to the same thing, knowledge and circumstances remaining’ the same, there 
is what may be called a point of maximum return, when the amount of 
laltour is such that bot^r an increase and a decrease in it would diminish 
proportionate returns .... Just as there is a point of maximum return in 
cacJi industry, so there must be in all industries taken together. If popula- 
tion is not large enough to bring all industry up to this point, returns will 
be less than they might be, and the remedy is increa.se of population ; if, 
on the other hand, population is so great that the point has been passed, 
returns .arc again less than they might be, and the remedy is decrease of 
population. Over-population means a depal-t-ure from the optimum in the 
direction of an excess of population. 

Increased population means increased labour power, which generally 
results in an addition to the total wealth ; but the significant question is 
whether this addition is proportionate to the increase of population, so 
that the .sl^re per head remains at least the .same as before. It is true that 
with eveiy mouth God sends at pair of hands. But the question is whether 
the fresh pair of hands: will be able ‘to pull their own whole ^veight„’. 
When a given population shows signs of increasing in such, a manner as 
to make probable a diminution of income per head, we speak of a tendency 
to ovcr-pcpulation. When we have reasons for expecting that a diminution 
in existitrg numbers would lead to an increase of income per head, we 
speak of a state of over-population.^ It is not uncommon to have both the 
tendency and the state existing together, and this almost certainly is the 
case in India today, Malthus was fundamentally right in his estimate of 
the power of human increase and in suggesting that, except under most 
, unusually favourable circumstances, means of subsistence will not keep 
pace with the growth of population if human fecundity is realized to the 
full. It has been caladated, for example, that at the present average ratio 
of increase— which, be it remembered, is by iic) means the highest possible 
rate, severely restricted as it is by positive as well as preventive checks— a 
single pair would produce in 1,750 years descendants equal in number to 
the present population of the world. Such being the power of human 
fecundity, it is highly probable that, given full play, it would overtake any 
conceivable progress in wealth-production. If, therefore, the fact of un- 
checked precreation is established with reference to any old country, this 
must be regarded, as presumptive evidence so strong as almost to amount 
to positive proof that tile country in question is suffering from over-popu- 
lation. Symptoms of over-population are a high birth-rate ami a high 
death-rate— especially high infantile death-rate. 

In the light of the above discussion we are now in a position to consider 

IE. Caiman, Wealthy pp. 68-9. 

2c£, 1>. S, riorence, Over-Population, p. 11. 
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the question whether over-population can be predicated of India at the 
present time either as a state or a tendency or both. 

The most important point in this connexion is to consider tvhether any 
of the preventive checks to the growth of population are in effective use 
in India. If we come to tlie conclusion that they do not exist or that their 
influence is negligible and that population is mainly restrained by the 
operation of the positive checks, wg sh^ll have made out a strong case for 
over-population as a present evil in this country. 

§13. Preventive checks.— The various preventive checks on population ^ 
may be classified as follows ; (i) Lower marriage (or union) rate due to 
jrostponernent of naarriage, or celibacy, (ii) Lower fertility, per marriage, 
(a) Natural : lower fecundity. (6) Circumstantial : absence of husband, etc. 
(c) Deliberate : abstinence, ^self-control use of contraceptives, deliberate 
abortion, etc. (iii)» Certain social customs and habits : for example, pro- 
longed lactation, hypergamy, etc. (iv) Infanticide, (v) Poverty, disease, etc. 

We shall now consider whetlier one or more of these diecks are in use 
in India to any significant extent. 

§M. Marriage rate in India.— The first point to note in thi^ connexion is 
the universal prevalence of the married state in India. Religion in the 
^est sometimes enjoins celibacy, but in India its weight is thrown into 
the scale in favour of matrimony. Every Hindu ‘must matTy and beget 
children- sons if you please— to perform his funeral rites lest his spirit 
should wander uneasily in the vacant places of the earth ’.® In order to 
avoid social obloquy all girls must be married before puberty.® Amongst 
Muslims and Animists, though religious obligation is wanting, early mar- 
riage is equally common. The institution of the joint family further en- 
courages it. The family resources being availably for the support of the 
newly wedded couple for an indefinite length of time, prudential con- 
siderations such as those which often compel postponement of marriage 
in Europe have hardly any influence in India. Moreover, un(Jer conditions' 
of extreme poverty economic considerations promote marrijfge among the 
masses instead of retarding«it, because the wife is necessary as a household 
drudge and often helps the husband even in outdoor work. The children 
are also put to work of some kind and begin to pay their way as soon as 
possible. They are not felt to be a burden, because the prevalent standard 
of life is the lowest compatible with mere existence and docs not demand 
prolonged training for children. The ultimate wastefulness to society of 
using up'its young life too quickly is not commonly realized, and even 
if such a realization were more common than it is, extreme poverty would 
hinder parents from putting their children through a long course of train- 
ing and etpiipping them more efiidently for the battle of life. 

1 cf. Florence, op. cit., p. 18.. 

B Wattal, op. cit., p. 23. 

3 ‘ II a higlvcla.ss Hindu maiden is unmarried at puberty, her condition brings social 
oblocpiy on her family^ and on strict reading of certain texts entails retro.spectivc 
damnation on three generations of ancestors.'— H. Bjsley, People of India, p, 154. 
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According' to the census of 1931, out of the total population of 352,837, 
778 the luirabers of married males and females respectively were 84,208,467 
(47 per cent) and 83,607,223 (49 per cent); 86,338,001 (48 per cent) males 
and ,59,698,013 (35 per cent) females -were unmarried ; ' the rest were 
widowed.^ 

Of all countries, India has the lowe-st proportion of unmarried for both 
sexes. Child marriages are common, the age of marriage being .somewhat 
higher for boys than for girls.^ In spitg of provincial variations the mar- 
riage rate in India is extremely high compared with that in Europe, the 
figure for England and Wales being taken as representative of western 
Europe generally. ' Of the 48 per cent of the total male population which 
is unmarj'ied, slightly more than three-fourths (77 per cent) is under the 
age of 15, while 91 per cent of the total female unmarried population is 
below that age. At the rei^roductive period 15-40, thd proportion drops 
down to 5 per cent for the unmairied female population, %vherea.s it is 36 
per cent in England and Wales.’^ 

There has hcen in recent times a tendency in favour of postponing the 
age of niarc^age in the case of both males and females. But this is con- 
fined to the educated classes who are numerically insignificant ; it has not 
yet touched the masses. Moreover, the tendency totvards deferring mdfriage^; 
in so far as it is seen at all, is more marked in the case of males than of 
females. Postponement of marriage, however, is far more effective from the 
point of view of restricting population if it applies to girls rather than 
to boys. From another point of view again it is a que-stion whether post- 
ponement of the age of marriage, unless it is vei 7 considerable, will not 
in the net result tend to increase rather than diminish population. The 
baneful effects of early marriage on the physique of the married couple, 
especially of the wife, keep down the fertility, which will tend to increase 
.with the increase in the age of marriage. While the abolition of the custom 
of early marriage ought to be one of the most important items in any pro- 
gramme of social reform, its net effect might very well be a more rapid 
increase of population unless the average age Of marriage, particularly in 
the case of women, is very considerably raised and unless other checks come 
into operation. 

We may conclude, then, that the check to the growth of population 
due to abstention from marriage or its postponement is practically non- 

1 In these figures, the proportion of married males appears higher thaft the pro- 
portion of married females, whereas previous censu-ses show a higher proportion of 
married females than tif married males. Dr Hutton suggests that at the census of 1931 
a large number of married females (about one and a quarter million) were returned 
as unmarried lor tear of prosecution under the Sarda Act which came into ellect from 
1 April 19,30. 

2 While measures like the Child Marriage (Sarda) Act raising the permissible age 
of marriage for girls are welcome as a beginning, their effects from the point of view 
of numbers will remain entirely negligible so long as they'do not touch the most fertile 
age-period for females which is 13 to 20. ' 

s waital, op. cit., p. 24. 
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cxistcni: in Iriditi, and animal instinct fortified by semi-religions sanctions 
is allowed full plfiy. It is, therefore, not surprising that the Indian birth- 
rate is one of the highest in the world. 

§15. Lower fertility: (a) Naluml.—^nt in spite of the immensely higher 
birth-rate, the effective increase of population in India is much lower than 
in European countries, the reason being the very high death-rate in India. 
It is sometimes stated, however, that part of this*result is to be attributed 
to the inferior fecundity of Indians. The fertility in the case of married 
women of reproductive age in India is calculated at 160 per thousand as 
against 196 per thousand in England ^ and this is cited in support of the 
theoi 7 that progre.ss in civilization is attended with increase in fecundity.” 
It is necessary to distinguish carefully between fecundity and fertility. 
Fecundity is used in the s^ase of power of reproduction and tertility is 
taken to mean the actual degree of reprodpction. The statement that 
Indian fecundity is low does not mean that a smaller number of diildren 
in proportion to the total population is born in India every year, for 
this is notoriously untrue, but that, other things being the same, an Indian 
woman during her reproductive period is capable of producing a smaller 
number of children than, say, an English , woman. However^ in England 
the power of reproduction is not realized fully because celibacy and post- 
ponement of marriage are far more common than in India. Hence the 
fact of a higher birth-rate in India is not incompatible with the theory 
that Indian fecundity is lower. 

It is argued that this difference in fertility cannot be explained entirely 
by the prevalence of early marriages in India ; for although it is no doubt 
one of the important causes reducing fertility, the widespread use of pre- 
ventive checks in Europe must be granted to be, far more effective in this 
sense, and the smaller fertility in India (i.e. number of children per 

1 See Carr-Saunders, The Population Problem, p. 67. , 

2 Confusion often results owing to failure to differcnti.ite carefully between fecundity 
and fertility. When for example, it is said that fecundity is greater amorrgst the Muslims 
than amongst the Hindus, the»actual reference is to the fact that tlie Muslims are in- 
creasing faster tilan the Hindus. From this alone the higher fecundity of the Muslims 
cannot be inferred. There are other factors which afford a sufficient explanation of 
tlie liiglier rate of increase amongst the Muslims, such as the relative weakness of the 
custom of early marriage (which is injurious to health and therefore lessens fertility), 
the prevalence of widow-remamage which is probably more fret|uent among Muslims 
titan among Hindus, the absence of hypergainy, etc. The greater rate of increase of 
the Mu.sIiiTi population revealed by successive censuses may also be partly due to the 
-sonversions from Hinduism to Islam and, further, to the fact that other religions like 
Christianity arc able to effect a larger number of conversions from among the caste- 
ridden Hindus than from among the Muslims. The possibility of the census figures being 
inflated in favour of the Muslims in 1931 as well as in 1911 must also not be over, 
looked. In boycotting the earlier census the Hindus as a whole took greater part than 
the Muslims, while in 1911 for various reasons (of ivhich oflicial partiality is suspected 
to have been one) the Muslims were more successful than the Hindtrs in securing over- 
enumeration. Since the great majority of Muslims are racially the same as Hindus, one 
must be careful not to accept too hastily the thesis that Muslims are more prolific than 
Hindus. 
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woman) must, therefore, be put down to lower natural fecundity of the 
Indian as compared with the European races. However^ the theory which 
associates increase of fecundity with advance in civilization is of the nature 
of a mere hypothesis not yet sufficiently verified by unimpeachable evi- 
dence, It seems to run counter to the widely accepted notion that fecun- 
dity decreases with increase in intellectual development and material 
betterment. 

(b) Circumstantial.— Violongad separation between husband and wife 
may occur sometimes : for example, owing to failure of the rains, the 
husband wanders away from his family and may be absent from his home 
for months together. But this phenomenon is so occasional that we need 
not stop to consider its effect in the direction of lowering fertility. 

(c) beliberate.-^Moral abstinence in the. Malthusian sense is certainly 
not practised to any apprefiable extent and the same- remark applies to 
the modem neo-Malthusian devices. There is reason to believe that they 
are gradually coming into use among the upper middle classes in the big- 
cities and their wider use may be anticipated in future. But at present 
their influence in checking the birth-rate in India is practically nil. 

Deliberate abortion is still .|n-actised to some extent, but the law very 
properly regards this practice as highly criminal and its influence! such 
as it happens to be at present, in preventing the maximum increase of 
population in India is rapidly on the wane.^ 

§16. Social customs : prolonged lactation, etc.— The habit of prolonged suck- 
ling is comhion in India, and in popular opinion, supported by medical 
testimony, it results in decreased conceptivity. In Europe, influenced by 
ideas of preservation of beauty, the mother sometimes does not feed the 
child at the breast at allj or if .she does, the child is weaned much sooner 
than in India. According to medical authority, lactation prolonged be- 
yond nine months or a year is harmful both to mother and child, which 
IS another rejison why it is avoided by the European mother. But the 
general prevalence of the practice in India must be recognized as an 
appreciable factor tending to restrain the growth of population. 

We have already remarked above that voluntary abstention from inter- 
course in married life with a view to checking multiplication is almost 
entirely absent in India. There are, however, certain religious injunctions 
which result in compulsory abstention at certain periods ; for example, 
Manu enjoins separation from the wife at new and full moon. Owing to 
various modern influences the faithful observance of such rules is be- 
coming less and less common. But even otherwise, the rules do not require 
prolonged abstention and their practical effect is altogether negligible. 

The custom of hypergamy is still prevalent in some jjarts of India, for 
example, in Eastern Bengal, arid must to a certain extent check popula- 

1 Abortion, so far as it is resorted to, is used more for concealing crime and prevent- 
ing illegiLiinatc births than as a well-recognized method tolerated by any large section 
of public opinion to restrict legitimate births. 
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tion. It forbids the marriage of a girl with a man of social group equal 
or inferior to hers and forces her to marry a man belonging to a superior 
group. The numbSr of bridegrooms belonging to the iqaper groups being 
limited, they become the objects of keen competition which leads to the 
evils of high dowries, wholesale polygamy, etc.^ 

The ban on widow-remarriage by which more than nine million women 
of child-bearing age in India are ‘ socially sterilized ’ must be regarded 
as a not negligible cheek to the growth' of population. If we suppose that 
it becomes suddenly inoperative die rate of growth will be increased by 
about 6 per 1,000.2 

§17. Infanticide.— In» extreme cases the difficulty of disposing of a girl in 
man'iage in the manner prescribed leads to female infanticide. The social 
and religious obligation to marry girls before pubei'ty makes J;he birth 
of daughters generally unwdTOine and is one of the causes of the neglect 
of female children, and the custom of hypefgamy wherever it prevails 
makes matters worse. But actual female infanticide” as a regular custom 
is on the wane like deliberate abortion, and the combined force of law and 
public ojiinion may be expected before long to destroy even its vestiges. 
§18. Poverty and disease.*— Wc have already alluded to ’tlfe probable 
effects, of poverty itself in limiting the birth-rate by impairing physical 
tigour. Poverty, however, is generally recognized as a cause of improvi- 
dence and recklessness in breeding, though it acts as a discouragement to 
marriage, which is often deferred reluctantly because of the absence of 
means to meet the necessary expenses. As soon as the financial position is 
iiiqrroved the very first opportunity is taken to perform the postponed 
ceremony, 

Malarial fever, from which hardly any part of India is entirely free, is 
unfavourable to fertility, as women at the reproductive ages are particu- 
larly liable to it. 

§19. Conclusion.— We have considered above tlie extent to which the dif-, 

1 ‘ I know of two Kulins, one of whom married sixty wives and tlie other had up- 
wards of a hundred ; each of these men had a book in which he entered the names 
of the fathers oj the wive.s nmrried. At the commencement of the cold weather, he 
would start on his connubial tour with his memo book, and after collecting money 
from each ivite visited, according to her father’s circumstances, return home at the 
beginning of the summer to spend the rest of the year in hi.s vilk'ige.’— Babu Abhaya 
Chandra Das, quotetl by Risley, op. cit., pp. 16(j-7. KiiHnism doe;! not at present 
prevail on such an outrageous scale, but it is not altogether extinct. Risley goes on to 
refer to ‘ g, modern development of the princij>le of hypergamy wliidi has arisen from 
the demand for graduate husbands in the marriage market of Bengal’., 

* 2 Cyan Chand, op. cit., p. 140. 

■* In the Punjab 'conditions are probably better than they ■tJere twenty years ago, 
but there are still Jats and Rajputs who would rather see tlieir daughters dead tJian 
married Imneath their station’.— M, L. Darling, The Punjab Peasant in Frosperily and 
Debt, fourth edition, p. .51. • 

i Poverty and disease are generally classed under positive checks, but here they have 
been included under preventive checks because we are considering their effects, not in 
cutting down actually existing numbers, but in checking further additions to existing 
numbers. 
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ferent preventive checks—voluntary as well as involuntary- operate at the 
present time in India. But tire high birth-rate indicates clearly that the 
combined eH'cct of all these checks is small. Some of them, like infauticiclc 
and abortion, are on the way to extinction and others, like; early marriage, 
hypergamy and prohibition of widow-remarriage, will lose their force with 
the progress of social reform and general enlightenment. The removal 
or weakening of the preventive checks, unless it is balanced by the advent 
of new checks, will obviously acCentiSate the tendency of population to 
outrun the means of subsistence. ■■ 

There is an inverse correlation between the positive and preventive 
checks ; in the absence of prudential methods of equating population with 
means of subMstence, nature's painful methods come into operation. It is 
hardly ©pen to doubt tliat India is paying the penalty of unchecked pro- 
creation ‘ so that the superfluous millions go down to fg,tten the tired earth 
which could not fatten them The high death-rate is no doubt partly clue 
to the inadequacy of public hygiene and the general ignorance of the laws 
of health, but even these are ultimately traceable to poverty. About 90 
per cent of the people of India are living constantly in sight of the hunger- 
line and this 'acute poverty is undoubtedly the principal cau,se of the high 
mortality among inknts as tvell as adults. A large proportion of. infants 
die because they are ill-nourished ; and in the case of grown-ups, chronic 
underfeeding and consequent low vitality make them an easy prey to 
disease. The terribly heavy mortality during the influenza epidemic of 
1918-19 was due to the low power of resistance of the Indian population, 
itself the result of poverty. 

If new lives are being brought into existence without restraint and the 
available means do not permit of their being maintained, this is evidence 
of over-population : and' this is broadly the position of things in India. 
A high death-rate largely attributable to poverty may be looked upon as 
,,the acid test of over-population. In this sense it is highly probable that 
India is over-populated and considering pre.sen.t conditions and possibili- 
ties of advance in the near future, it would be a better country for its 
people to live in if they bred at a considerably slower rate.*’- 
§20. Over-population and national income.—The calculations of national in- 
come made from time to time in this country seem to show a small but 
steady increase of the income per head. If the population is increasing 
and if at the same time national income is also increasing at least at the 

iln spite oP the validity of this generiil conclusion we believe that, in view of the 
vast extent of India and its endless variety of cUtnaCe.s, races and natural resources, the 
study of the intricate problem of over-population would be more enlightening if iinder- 
talcen on the smaller scales presented by the districts and provinces. A regional approach 
to the problem h.as been recently attempted by Mr N. V. Sovaiii in his book Thtt 
Population Problem of India, '1942- Again, owing to the caste system and other peculi- 
arities of Indian society, there is an unusually large number of non.competing groups, 
and the examination of each separate group, caste or profession would give a more 
valuable insight into the nature and extent of over-popiilatlou than the broad general 
survey which alone we have found possible to attempt here. 
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same rate, how can we talk of over-population? One way out of the diffi- 
culty is boldly to guestion the accuracy of the various estimates, hitherto 
attempted, of the national income in this country^ The estimates arc all 
more or Jess conjectural owing to the absence of accurate data. Vincent 
Smith cannot be suspected of any bias, and yet the most that he could say 
was in effect that under British rule the lot of the people improved 
in some respects while it became worse in other?, and that on balance 
there was some slight ‘advantage in favour of the present as compared 
with the days of Akbar.® As stated by JVloreland, ‘there has been no great 
qualitative change The improvement in the economic condition of 
people is not so obvious a fact that he who runs may read it„Even he who 
is not in a hurry and takes time to scan the letters closely, as often as not 
reads degradation instead of improvement. ’ 

Another way out. of the difficulty is to admit the improvement in eco- 
nomic position but to hold, at the same time, that the improvement would 
have been much greater if the population had been smaller and if numbers 
had lieen kept down by deliberate restriction of births rather than by the 
operatioir of the various positive checks. We are inclined to hold that this 
is the correct view."* , 

§21. Positive and preventive checks.— Assuming that a reduction of popula- 
tion is desirable, it cannot be a matter of indifference whether it is 
brought about by preventive or by positive checks. What is required 
for the attainment of the highest standard of comfort is not merely the 
restriction of the population to the optimum number but also the reten- 
tion of the productive efficiency to which the optimum number is related. 
Nature’s methods are clumsy ; and quite apart from the immense human 
suffering which they entail, we must remember, that although a gre'-t 
natural calamity may succeed in pruning off an excessively exuberai^t 
growth of population, it may leave the sumvors demoralized and exhaust- 
ed ; and the consequent economic and social disorganization may be 93 
serious that the second state of the society subjected to such an ordeal 
may be infinitely worse than the first, and with the decrease in numbers 
thus bi’ought alDout may go an ino'ease of miseiy and poverty. It is tor 
this reason that, from the economic point of view, preventive checks are 
to be preferred to positive checks as a remedy for the evils of over-popula- 
tion ; in fact, we may say that positive checks seldom cure the disease ; 
they are more apt to aggravate it. 

The fac’t that population in India is increasing at a slowcir rate than 
iff Western countries is sometimes put forward as a refutation of the theory 
that the country is overfull. The actual small increase, Taowever, does not 
necessarily point away from over-population. We must also prove that 

1 .See jvol. II, di. iv. 

2 Vincent Smitii, Akbar the Great Mogul, pp. 394-414. 

s W. H. Moreland, India at the Death of Akbar, p. 270. 

•iSee §2S below. 
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wealth has increased at least in the same proportion, and that the per 
capita income would have been lower with a smaller-^ rate o£ increase oi 
the jjopulation. Secondly, we must consider whether the population is 
being restiained from growing faster by preventive or by positive checks. 
We know that the latter have so far been in almost exclusive possession 
of the field in India, and this, as we have explained above, makes a .slow 
increase or even a po.?itive decrease of pojaulation quite consistent with 
the deterioration of the economic position of the 'people. 

§22. Other remedies dian deliberate cJieck of numbers.— In advancing the 
view that India is over-populated we must not be supposed to hold that 
the country not capable of accommodating larger ilumbers if and when 
its resources are properly developed. It may plausibly be argued that while 
economic development has already reached its meridian in the West, it 
is only near the cock-crowmg or the morning star indndia. Industrializa- 
tion has scarcely yet begun, and the point of maximum returns in indus- 
tries is so distant that it may, for practical qrorpo-ses, be regarded as capable 
of indefinite ajiproach. A similar consideration, it may be said, holds good 
of development of transjiort, shipping, etc. Even in agriculture, the pos- 
sibilities d'pecially of intensive development and irrigation are still far 
from being exhausted. Again,'' apart from increase in the production of 
tvealth a better distribution of wealth might enable to larger population 
to be maintained at the same or even higher pitch of welfare. The popu- 
lation itself may be more evenly distributed ; the .surplus population in 
highly congested districts may be chafted to those parts which are too 
sparsely populated for proper develojmient. Lastly, emigration to other 
countries may be resorted to for relieving congestion. 

§23. Limitations of these remedies.— We must not, however, over-estimate the 
possibilities of ultimate relief in any of these directions. 

Even if we ignoi'e the existing obstacles and assume the certainty of 
' rapid industrial advance in the near future as a result of bold planning 
and vigorous- execution it is unlikely that the growth of Industries will 
reejuire larger numbers of men than arc already available. Given condi- 
tions under which there are practically no voluntary checks on the growth 
of the population, population may be expected to outstrip all possible 
demand for it. Nature’s ruthless checks to population may not come into 
operation if all additions to population as they occur are readily absorbed 
by the expaiidiTig economic resources. Such a phenomenon occurs some- 
times, especially in newly settled countries, but even then lasts ‘for only a 
limited period.^ India, however, is not a new country nor are the oi^por- 

1 Another aspect of the matter is brought out in the following quotatibn : ' I am 
inclinetl to think that larger capital accumulations pcrinitling the use of scicntiric in. 
ventions have been of chief importance (in bringing about incretising returns in large- 
.scale manufacturing indiistrieii) ; but even if harge numbers of men were shown to be 
necessary, the statistician should inquire whether internal and most of the external 
economies are not obtained through the large numbers employed in individual organita- 
lions, markets, or towns. For if this were the chief condition of increasing returns. 
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tunities, however optimistically viewedj comparable for example, to those 
of England on the fve of the Industrial Revolution. The employment of 
the surplus population in industrial activity ‘can only prove a permanent 
cure if the increase of population be limited not only to the food pro- 
ducible but also to the saturation point of the demand for industrial 
labour (See § 1 1 above.) 

§24. Scarcity of labour as an argument against over-population.— One of the 
usual arguments against over-population rests on the alleged scarcity of 
labour felt in both agriculture and industry. This is met by pointing out 
that the impression of a scarcity of labour for agriculture is created by 
the fact that the denland for it is particularly intense during\,certain brief 
periods of the year, such as the sowing and harvesting times. It is forgotten 
that during the rest Of the yeaj- labour is in a condition of enforced idle- 
ness. The relative scarcity during the busy agricultural season must always 
have been felt, though the feeling has become more vocal in recent times. 
Agricultural areas in the vicinity of towns have probably real grounds 
for complaining of a growing shortage of labour oidng to the fact that 
part of the labour force attracted from the village into the towns is per- 
manently lost to it, or that all of it is not available just when it* is needed 
for agrfaultural operations. This, however, does not apply to the many 
rural arca.s lemote from the towns. The idea of a universal scarcity of 
agricultural labour is difficult to square with the commonly accepted theory 
that the pressure on the land is increasing and that more people are 
quartered on it than it can comfortably support.^ The Agricultural Com- 
mission gave it as their considered opinion that ‘ in no province, except 
possibly in Assam, is there any indication of a serious general shortage 
of labour ’.‘-2 As regards the shortage of labour in industries, this again is 
more apparent than real. It is not that labour is noS available, but that 
the enormous difficulties of housing in the cities, together with the insani- 
tary conditions generally prevailing there, act as effective deterrents, and 
prevent mucli of the potential supply of labour from being* tapped. Nor 
is there any proper organization in existence for overcoming the conserva- 
tism and the ighorance of the people, many of whom ehe out a miserable 
existence from the soil though there may be a reasonable prospect of their 

it would be the; intrease in the tivf;rage numbers employed per industrial establishment, 
organization Or locality, not the increase in the mass of workers within a whole industry, 
that would offset diminishing return in agriculture. Increase in population migltt not 
iinply, of and by itself, any iiuTcasing return in industry at all.’— Florence, bp. cit., p. l.'i. 

1 ‘ 'I he real difficulty is that to cultivate on anything like economic lines the number 
of individuals that can work on a given area of ground is limited ; and though the 
food prodtict may be ample for many more than that number, a large increase in the 
population must either lead to excessive subdivision of the areas cultivated, and so 
diminution in production on account of uneconomic holdings, or on the other hand, 
to a floating population which is not engaged in agriculture and which has nothing 
to exchange with the producers for the food which it requires.'— Cejjsus of India (1931), 
vol. I, p. 31 

2 Agricultural Commission Report, par. 506. 
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bettering tbcinselvcs by permanent employment in the towns. Again, a 
considerable portion of the demand for labour is foi; skilled labour. The 
remedy wotdd seem to lie rather in providing the requisite facilities for 
training iabotir for modern industry. Lastly, demand always means demand 
at a prici, and the price olfered to the labourer for his labour may not 
Ijc sulficicntly attractive. It cannot be denied that both in agriculture and 
industry there is corinderable malacyustment between the supply of and 
demand for labour, but it is open to grave doubt whether the remedy is 
a faster increase of population. An ‘increase in the number of labourers 
in itself may compel them to accept employment under conditions of 
work and wages which are unwelcome and which tbey are on the whole 
in a position to refu.se at present. The situation may become easier for the 
employer, but the labourer will suffer, A. certain limited class of people 
may gain temporarily, but the nation as a whole wiH be worse off. 

§25. Agricultural development.— The possibilities of agriculture, although 
great, are not unlimited and not altogether easy to realize.^ There are sti’l 
undevelojDcd tracts waiting to be put under the jalough. But, for the most 
part, fertile .lands have already been occupied and those that remain un- 
occupied arc comparatively dess fertile anti, in any case, would ordinarily 
require an expenditure of capital not within the means of the* average 
cultivator. The possibilities of intensive cultivation are limited by sub- 
division and fragmentation, the Indian peasant’s indebtedness and lack 
of capital resources defects which cannot be removed all at once. Again, 
the adoption of the most up-to-date methods in agriculture can come only 
gradually and, moreover, even with the new methods, we must expect 
that the law of diminishing returns will come into operation sooner or 
later, for experience so far does not warrant onr confidently expecting a 
succession of epochhnaking improvements in agriculture which will hold 
the tendency to diminishing returns at bay for an indefinite length of 
time. The development of agriculture is bound up with irrigation and, 
since large p'ortions of the country present insuperable difficulties for irri- 
gation, they must be content to depend upon* the vagaries of the monsoon, 
and cannot hope for any striking improvement in their agricultural posi- 
tion in tlie near future. 

§26. Relief from inter-provincial migration.^— As regards the possibilitie.s of 
a more even distribution of population between the difl'erent inovinccs, 
apart from the exaggerated estimates about the capacity of tracts at present 
sparsely populated to maintain a larger population, the difficurty of shift- 
ing people from overcrowded areas to others in need of inhabitants is tcjo 
great to be lightly set aside. Language, ideas, mode of living and climate 

1 ‘India, a predominantly agricultural country,, with a density of 195 per-sons per 
square mile, is supporting a larger population per square mile than the highly indus- 
trialized continent of Europe, with a mean density of 127, or the United States of 
America, with a density of ll.’-Wattal, op. cit., p. 10. 

2. See §.S.S below. . 



POPULATION 


61 


vavy so much Iroin province to province that any wholesale movement o£ 
the population between them cannot be expected. The natural love of 
home and I'amiliar surroundings is further reinforced by the ignorance, 
conservatism and ’unenterprising character of the people.^ Admitting that 
there is considerable room for expansion in provinces like Assam, at best 
they can absorb only a small portion of the surplus population on land 
in the belt stretching from Madras pi’oyince easi and north through 
Bengal, Bihar, and the United Provinces, which stands most in need of 
relief.^ 

§27^ Relief from emigration.— To expect any appreciable relief from emi- 
gration to other coufitries would argue inexcusable ignorance of recent 
developments, particularly in the direction of national self-sufficiency, and 
also in the policy of the Britislj colonies on the question of the im'migra- 
tion of Indians. It is true that Indian labour has created new colonial 
values and made whole regions of the British Empire into paying assets, 
but this does not prevent Indians being now unwelcome everywhere. The 
attitude, e.g., of South Africa and Australia makes it quite clear that 
Indians must w’ork out their economic salvation mainly within the borders 
of their own country (see pp. 71-3). ^ 

§28. PojJwlation and production.— In all questions relating to the problem 
of over-population in India the position of the food supply in the country 
generally figures in a prominent manner. India does not normally depend 
on foreign countries for the supply of foodstuffs to any significant extent 
(except on Burma for rice), and the variation in the amount of food raised 
in the country has an obvious bearing on the extent of the pressure of 
population on the means of subsistence. If w'e can prove that the food 
supply is increasing, at least in proportion to the increase of population, 
we may say that there is no over-population, at any-vate in an extreme 
form. The statistical evidence on this matter, however, is contradictory 
in character. K. L. Datta in his Prices Inquiry Report tried to make out 
that during 1894-1912 the area under cultivation, and especially that 
devoted to foodstuffs, lagged, behind population. This conclusion was not 
accepted by the’ Government of India on the ground that Datta’s data 
were largely conjectural and uncertain. They argued that area under cul- 
tivation and food supply had both kept pace with population owing, e.g., 
to extended irrigation. Dubey, arguing in 1920, gave figures showing that 
there is a total deficit of nine to ten million tons of food or about five 
million toils if we include the amount exported annually. This, while 
indicating a present shortage of supply and therefore a state of over- 

1 One of the tragic consec[Uetic.es of the partition of the country has been tlic violent 
uprooting of a Imge number of people from their hearths and homes, so that the 
Indian Union and, to a lesser extent, Pakistan have both' been suddenly faced with 
the tremendous problem of settling millions of refugees within their borders, Each one 
of tiie two Dominions finds that the balance beitween its population and resources is 
more seriously disturbed than ever. 

Z Agricultural Commission Report, par. 506.. 
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popnlatiGii, does not tell us whether the position is better or worse as 
compared with previous years. On the other hand, the^ complaint, accepted 
as well-grounded by many, that the pressure on the land is growing, lends 
itself to the interpretation that increase in the produce 'd£ the soil is less 
than proportionate to the increase in population. 

In his book, Food Planning for Four Hundred Millions (1938), Dr 
Radhakamal Mukerje^ estimated^ a food deficiency for 1 2 per cent of the 
populatioti in a year of normal harvests. Mr P. IC. Wattal in 1938 showed 
that during the period 1913-14 to 19S5-6, while population increased at a 
rate of nearly one per cent per annum, crop production showed an aver- 
age rate of increase of 0.65 per cent per annum. This suggests that agri- 
cultural production in India has not kept pace with the growth of popula- 
tion.i Professor Cyan Ghand has advanced a similar view and calculated 
that while the cultivated, area has increased by 11 per cent, population 
has increased by about 21 per cent between 1900 and 1934.- 

Dr P. J. Thomas * approached the problem from the wider standpoint 
of the relation between population and production. He argued that be- 
tween the biennial periods 1920-1 to 1921--2 and 1930-1 to 1931-2, while 
the increiTse of population )yas 10.4 per cent, agricultural production in- 
creased by about 16 per cent and industrial production by 51 jler cent. 
Taking a longer period of 30 years (1900-1930) he arrived at a similar 
conclusion.'* During these 30 years population increased by 19 per cent, 
but if we compare the first (1900-1 to 1904-5) and last (1925-6 to 1929- 
30) quinquennia, it is found that while population increased by 13.5 per 
cent, agricultural production increased by 29 per cent ; and industrial pro- 
duction increased much more rapidly, viz. by 189 per cent. Thus whatever 
period we take, there, is no indication that population has outstripped 
production. His statistical study, he claims, shows that production ha.s 
been keeping pace with population and in some lines — e.g. mill industry, 
commercial crops, etc. — it has increased at a much more rapid pace than 
population. All this progress was kept up during the world depression— 
that is a significant fact — and if the condition of the masses does not 
bear this out, it must be due to some inequities in distribution. 

The main difficulty in arriving at any definite condu-sion on this point 
is the lack of accurate and reliable statistics of production in India.® 
This applies particularly to the official estimates of crop outturn based 
on crop forecasts, which either underestimate or overe.stimate — Dr Tho- 
mas holds that it is generally the former — agricultural production. In any 
case, it null be seen that Dr Thomas has not separately calculated figufes 

I'Tlie reported net area under food crops per capita is about 0.12 acre. It appears 
that during the last SO or 40 years the area under cultivation per capita has decreased.’ 
The Famine Inquiry Commisnon (1944). Final Report, p. 73. 

Sop. etc., ch. viii. 

Hhulian Journal of Economics, Conlerence Number (April 1936), pp. 737-47. 

^ X). G. Karve, Poverty and Population in India, -pp, no-ia, 

; .P See vol, H. ch. iv. 
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of food, supply raised in relation to the growth of population. Indeed he 
admits that consideying the limited scope for tlie expansion of rice culti- 
vation, it is likely that India will have to depend increasingly on imported 
rice in future, though he considers that in the steady groivth of industrial 
production there is a large compensating factor. Let us, however, grant 
that since, according to Dr Thomas’ figures, agricultural production has 
been increasing more than in proportion to population and since food- 
stulfs constitute the bulk of our agricultural production, the supply of 
foodstuffs as a whole is increasing faster than population.^ This means 
that India, is not suffering from over-population in its crudest and most 
obvious form. Dr Tfromas' figures, however, do not diisprove. (as he him- 
self admits) the contention that the population of India is in excess of 
the optimum, and the impression formed in the course of our whble argu- 
ment still lingers, namely that with a slower i;atc of population growth, 
the betterment in the condition of the people will he more pronounced 
and less open to doubt. 

§29. Increase in wealth an indirect but powerful remedy.—The admission of 
over-popitlation as a tendency and a fact does not imply that all efforts 
at economic improvement are useless. Suchnan inference is invalid and 
i]jischievous in the highest degree. Increase of wealth, such as may be 
expected from a more vigorous policy directed torvards agricultural and 
industrial progress, may express itself in increase of numbers, but to some 
extent it may also result in raising the standard of living. A higher stand- 
ard of living once attained generally increases the will and the ability to 
maintain it by voluntarily restricting population.^ Such has been the 
course of development in the West and we may reasonably anticipate that 
similar causes will produce similar effects in Intjia- A considerable im- 
provement in the economic condition of the people? would make them 
realize, as nothing else will in the same degree, the necessity of bringing 
the increase of numbers under ‘the deliberate guidance of jrjdicious fore- 
sight’. The most promising solution of the problem of ovi?r-population, 
therefore, would be for the "people and Government to strain every neiwe 
to hasten the economic development of the country in every possible direc- 

r This i.s, hou'cver, making a large conce-ssion in favour of l>r Thomas, There is statis- 
tical evidence to .sliow tliat between 1931 and 1941, while tlie area under food-grains 
and pulses increa.sed by 1.5 per cent, the total food-grain production declined liy about 
4 per cent :fnd population increased by more than 15 per cent, .See M. B. Nannvati and 
J.« J. Anjaria, The hiduin Rural Problem, 55, ’ 

2 Apart from voluntary restriction of the birtlr-rate, anything that decreases the death- 
rate seems in some unexplained manner to lead to a decrca,se of the birth-rate .also. 
Fertility also decreases with thc.increase of wealth and intellectual interests. .Adoption 
of improved Jiieasures of public health, improvement in the standard of living, spread 
of education, progres.s in emancipation of women and their introduction to .spheres of 
usefulness and activity other than matrimony and household dutic.s-all the.se items 
of reform are not only desirable in themselves but also in relation to the question of 
preventing an unduly rapid growth of population. See Census of India (19.31), vol. I, 
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tion. A great expansion of population is the almost certain immediate 
result to be expected from successful economic planning and consequent 
increase of wealth. Eventually, however, the groxvth of population will 
slow dov.’it with continuous economic betterment ‘ . for all past ex- 

perience shoAvs that the demographic correlate of the diffusion of iirban- 
iruhistrial civilization has been initially a rapid decline in death-rate 
Ibllowed later by an accelerating decline of the birth-rate after prosperity 
and education have readied a certain stage 

i<30. Importance of deliberate restriction.— -Although our main energies will 
be most usefully directed towai'ds rapid economic development, discrimi- 
nate birth-control propaganda is also desirable.® Because ultimately the solu- 
tion of the problem of over-population lies in deliberate restriction of 
numbers'' by people wishing to maintain thejr standards of living, those 
who talk of the immense unexploited resources of the country and suggest 
that their presence is a complete justification for not exercising any pru- 
dential self-restraint confuse the possible with the actual. After all there 
is wisdom in the popular adage which asks a man to cut his coat accord- 
ing to his cloth. 'The means ‘ in hand ’ or ‘ in sight ' rather than remote 
possibilities of immensely increasing them should be taken as a guide to 
determine the suitable size of the population at any given time. No* doulH 
the globe will support a very much larger population than at present if 
the dreams of -scientists become everyday realities and the unlimited energy 
of the atom, the sun and the tides is effectively harnessed in the service of 
man j posterity may then smile at our anxiety about the population prob- 
lem. It would: nevertheless be fooli.sh to act as if all this were an accom- 
plished fact. The attitude of the sceptic who denies all possibility of future 
development is no doub.t to be deprecated. But at the same time we must 
be on our guard against the all-too-confidcnt dogmatist who forgets the 
difficulties in the way of development. Further, we must remember that 
‘the most rapid advance we can conceive would absorb only a small part 
of the inciease in numbers which is arithmetically possible. If full vent 
is allowed to human fecundity it will inevitably bring into the arena all 
the evil forces such as wars, pestilences, famines, etc. en^braced by the 
phrase ‘positive checks’. Economic development must be regarded as a 
temjjorary' relief and not as a permanent cure for the evils of ovcr-poi^uLa- 

1 Economic and sanitary progress may at first be expected to result in a fall in the 
death-rate, the next phase being a fall in the birth-rate -which, hotvever, will be slower 
than the fall in the death-rate (as in present-day U.S.S.R.). The subsequent stages wiH 
probably be a low bia'th-rate matched by a low death-rate so that population remains 
stationary. And finally we may reach the stage of a low death-rate accompanied by an 
even lower birth-rate as in modern England and, even more, in modern France. 

a ‘The State can legitimately take steps, through the medium of health services, 
which Avill Iiave the effect of encouraging family limitation. Knowledge of birth-control 
could be imparted through maternity-and child-welfare centres, by women doctors, 
to women wliose health would be endangered by further or excessive child-bearing, 
and also to tvonien tvho seek advice because of a rea.sonable desire to " space ’* their 
children’ Famine Inquiry Commission (1944) Final Report, p. 103. 
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tion, and it requires at all stages to be reinforced in a greater or less degree 
by the pi'actice of<, the prudential restraint which distinguishes rational 
human beings from rabbits 

§31. Limitation 6f families : pros and cons.— Most people readily agree that 
every individual should try to limit his family according to his resources^ 
so that his children may get at least as good a chance in life as he himself. 
Just as seeds should not be sown too tJricMy if the resulting plants are 
not to be poor in quality, so the children in a family should not be too 
nunicvous for each to be able to enjoy reasonable opportunities for self- 
development. High natality generally means low vitality and a high death- 
rate among infants. The labour expended in trying to bring up children 
that eventually die for lack of proper care and sustenance is sp much 
energy wasted ; their brief ,career causes much useless suffering to the 
jrarents as well as , to the other cliildren that do manage to survive. From 
the individual point of view it is advisable to restrain oneself from bring- 
ing children into existence until one can reasonably count on being able 
to mainbliu them. And what is good for the individual is also good for 
society as a whole, for if diildreu ai'e persistently produced byjarge sec- 
tions of peojDle without forethought of any 'kind the general standard of 
living will inevitably be lowered.’- It is a matter of common observation 
that the misery and suffering in jnany families is directly traceable to their 
‘ devastating torrent of children Caution and foresight may indeed be 
carried too far, as in France, but the opposite evil of recklessness is equally 
serious, and its consequences are rvrit large on the face of present-day 
Indian society. 

The mentioir of France leads; us to another favourite argument advanced 
against birth-control, namely, that limitation of pcqjulation may be carried 
to such lengths as to be a menace from the military point of view.^ France 
is the classical example of this, where the state is alarmed at the refusal 
of the population to grow, or to grow fast enough, and etl'oits were made 
to induce the people to raise up larger families lest Germahy, the tradi- 
tional enemy, with’ her more prolific population should wipe out France. 
‘Too few babies’ was declared by Marshal Petain to be one of the chief 
causcis of the collapse of France in June 1940. However, more than 
numerical strength, what we require here in India for military elTiciency 
is a high standard of physical healtli and intellectital alertness, discipline, 

t Harold Cox, The Problem of Population, p. US. , 

,, 2 However, as Cox point.? out, 'unrestricted multiplication is in itself one of tlie 
mo.st powerful causes of war as it intensifies the struggle for wtisLence between the 
diSferent nations, thoiigh it is often advocated as an elfcctive protection from unpro- 
voked aggression. As soon as a population grows big its leaders say. "Our people .arc 
■so numcTou.s, ive must fight for more space.”; As soon .as war has taken place, the 
leaders invert the appeal and say, “We must breed more people in preparation for 
the next war." How is this horrible see-saw to end? It cannot end unlc.s,s all the nations 
of the world will agree to recognize that, since the overgrowth of population is a ncces- 
■sary cause of war, a moral duty rests upon each nation to limit its nmnljcrs to avoid 
conflict with its neighbours.’— op. cit., p. 3i3. > 
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organization, the most up-to-date equipment for defensive; and offensive 
evarfarc and a strong unifying national consciousness.^ 

§32. Methods of limiting population, (a) Moral restraini— Even among 
those n'ho admit the desirability of limiting births there "is no unanimity 
as regards the best means for the jaurpose. Some people wotdd advocate 
moral restraint as the only safe remedy. But although there is a tendency 
to under-estimate the extent to which-moral restraint is actually employed 
by middle-class families in Europe, rye must admit that it will never be 
adopted with sufficient generality by all classes of people to be of much 
use in keeping down the excessive growth of population. On the whole, 
we may say "that preaching prolonged abstinence to married people as a 
cure fo}.-^ over-population is like suggesting the cutting out of the stomach 
as a cure for hunger. Both have about an equal chance of being adopted. 
Malthus himself fully recognized this and hence the" pessimistic tone of 
his writings. Moreover, there appears to be a respectable body of medical 
opinion according to which continuous self-denial over long periods is on 
the whole a remedy w'orse than the disease, on account of its harmful 
reactions,jgn the mind and body of the married couple.^ 

(b) Co7itraceptives.—T}x9 old methods of abortion, infanticide, etc. 
are rightly frowned upon by law and opinion and nobody would suggest 
a reversion to them. Their abandonment marks a step forward in ethical 
standards and is a welcome sign of progress. The only alternative that 
remains is the use of contraceptives, and the recent heavy decline in birth- 
rate characteristic of most European countries is undoubtedly due to the 
widespread use of artificial methods of birth-control. 

The commencement of the fall in the birth-rate in Western countries 
has synchronized in each of them in a striking manner with the beginning 
of birth-control propaganda. Thus in England the fall in the birth-rate 
coincides in a remarkable manner with the Bradlaugh trial in 1877, when 
Mrs Besantrand Charles Bradlaugh were prosecuted for publishing a 
pamphlet advocating birth-control by artificial means. Their trial attracted 
tremendous public interest and incidentally Spread both knowledge and 
practice of birth-control methods.® 

The question arises as to what ought to be our attitude towards neo- 
Malthusianism in India. We may brush aside the common objection that 
it is unnatural. So is the use of clothes and cooked food and medicine, s 
and countless other things associated with civilized life. We must, however, 
consider other more important objections, the Commonest of which is that 
the spread of information about contraceptives will remove one of tlic 
most powerful deterrents to sexual immorality. The rejoinder, that the 
sort of morality which is merely due to fear of consequences is hardly 
worth having, is not convincing ; for prevention of irregular relations, 

iFor a statement of the principal objections to ‘moral continence', see I.eonard Dar 
win, What is Eugenics?, -p. 36. ^ 

2 See Florence, op. cit., pp. 31-2. 
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brought about by iro matter what motives, is socially desirable.'^ It may 
be readily admitted that among those that are tempted, there are some 
who are prevented from falling by the fear of detection or of producing 
an illegitimate child. A large number of the cases of abortion in this 
country arc, hotvever, prompted by the idea of concealing a crime, and the 
dissemination of the knowledge of contraceptives may to .some extent lead 
to their taking the place of abortion. However that may be, it xvould be 
pertinent to ask in connexion with fhis discussion, what would happen to 
civilization if society were to act consistently on the principle of discarding 
everything that is liable to be misused by a section of the people. While 
admitting the dangers attendant upon the spread of infom-ftition regard- 
ing contraceptives, it may be possible to reduce the risk by the statg taking 
steps against a promiscuous broadcasting of such information and making 
it available only to those who have morally and -economically valid reasons 
for seeking it. 

Indiscriminate propaganda in favour of birth-control methods may con- 
ceivably result in an increase in sexual immorality. The question at issue, 
however, is whether it is not worth while taking all the risks.^hile at- 
tempting to minimize them by judicious state control of such propaganda, 
ia ordef to avoid the more serious evil of over-population. 

Another objection to birth-control by the use of contraceptives is based 
on the consideration that it is more likely to be practised by the more 
prosperou.s and intelligent sections of the population than by the poorer 
who, while most in need of it, are, owing to their very poverty, the most 
reckless and improvident, and among whom, moreover, women occupy a 
lower status and have to pass through the ordeal of child-bearing often 
against their will. The result of this is that popsilation increases at the 
wrong end of the social scale, and birth-control will' therefore lead to a 
progressive deterioration in the quality of tire people. This view does not 
necessarily imply that the poor man’s children are likely to be inferior 
in respect of innate physical and mental endowment to those of the rich 
man. Their excessive numb*, however, does make it difficult to rear them 
so as to bring out their best qualitib. Apart from poverty and the con- 
sequent .spirit of recklessness, one of the reasons why the lower cla.sses fail 
to profit by the ttew knowledge about birth-control is that vet^ often they 
do not possess it, and the remedy for this would seem to be to make it more 
accessible to them. One of the objections to birth-control is that the com- 
paratively harmless methods of securing it are beyond the means of the 
poorer classes, who therefore have recourse to admittedly injurious ways 

1 Cox argues that there is no ground for the fear that the knowledge of the mean.? 
to prevent conception would necessarily increase prostitution or the number of irregu- 
lar relationships. On the contrary, some of these irregular relationships are due to the 
fact that many people are prevented from entering into the holy state of matrimony 
by tire fear of imwanted children. The knowledge of methods of preventing children 
would hasten marriages and to that extent reduce the evils of promiscuity. See The 
Problem of Population, pp. 134-8. 
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of coiilioHint^ bii'Lhs ; and that this is a matter for grave roiK:ei-n, since 
the evils that ai'ise in this manner are far more serions than the evil of 
over-population. It may, however, be questioned whether any evil could 
well i)e luoi-c serious than the evil of over-population, ft is also diflicnh 
to l)elicvo that the cost of bringing up a child properly could be lower 
than tinit involved iq the use of birth-control devices. Again, the coni- 
phiint is often beard in the West that the higher classes tend to carry 
Ciuitrol of births t.o socially harmful extremes, preferring a needlessly high, 
not to say a friv(dous, .standard of life, to the burden and the joy (jf bring- 
ing up even a moderate number^ of children, and it i^ suggested that every 
form of pressure and persuasion should be brought to bear on them to 
mabe them realize that it is morally incumbent on them to give to the 
state as many healthy, strong and well educated citizens as possible. ‘ Our 
aiin must be to facilitate d)irth-conti'ol when it is desifable on all grounds, 
whilst unsparingly condemning its use for merely selfi.sh motives. A dual 
canipaign both for and against birth-control is needed.'^' In India, how- 
ever, at the present moment all sections of people are prone to over- 
multipliiation rather than the reverse, and an organized effort for induc- 
ing a deliberate restriction bf population would .seem to be necessary.® 

The question of birth-control has not received the serious canslderati&n 
it deserves tn this country and superficial objections have’ too long held 
the field. We have tried to show that it is a question which is at least 
‘worthy of deliberation’, and cannot be summarily dismissed by vague 
generalizations about the ‘ unlimited possibilities ' of economic develop- 
ment open before the country. 

Birth-control practices will undoubtedly talce long to establish them- 
■selves in India owing rto the extreme poverty of the people and the con- 
sequent weakness of the prudential motive. There is also an overwhelming 
mass of ignorant prejudice to overcome. The opinion is, however, steadily 
growing that the policy of letting things alone would be disastrous.® 
p3. Migration.— I. Movements of population toithin the country 
all sorts of luggage,' as Adam Smith remarkM, ‘man is the most difficult 
to be transported ’—an observation which is particulariy applicable to 
India. According to the census report of 1931, of the total population 

i Leonard Darwhi, op. dt., p. .?8. 

;2‘A cleap-seated connexion exists between the economics of production and those 
of reproduction. Production can only be rationalized, it one undertakes ho rationalize 
reproduction, just -as intensively and intelligently.’ Professor Goldscheid quoted by Nf V. 
Sovani, op. cit., p. £08. 

ffOne of the most significant of recent developments is the keen interest which women 
in India have begun to show in the question of birth-control, B.e,solutiona in favour of 
birth-control have become a common feature of’ women’s conferences. Interest in the 
iiirtli-conlrol movement was considerably stimulated by the session of the All-India 
Population and Family Hygiene Conference- held' in Bombay in April 1937. 

4 See Census of India (1931), vol. I, ch. ill ; Census of India (1921), vol. I, pp. 83-9 , 
Cemui of India (1911), vol. I, ch, iii; Census of India (1901), vol. I, pp. 88-95; and 
AgticiiUural Commission Report, pp. 581-5. ' ! ' 
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enumerated by birili-place, 350i million odd, less than one miliion were: 
born elsewhere. T,hc c.ssentially dioine-loving character of the Indian 
people is the result of economic and social causes, and of the immobility 
of the agricultural population rooted to the ground, fenced in Ity caste, 
language and social customs and filled with an innate dread of change of 
any kind The social cause chiefly affecting the Hindus is the caste system, 
which makes the life of a man gway, from his ' social circle very un- 
comfortable. For example, he is often unable to marry, cat or drink 
with members of other groups, and prolonged absence may expose him 
to the suspicion of having broken caste rules and to social ostracism on 
his return. ■» 

The economic hindrance to migration is to be found in the fact that 
the people of India are maiply dependent on one single calling,’ namely 
agriculture. The possession of, or interest in, a piece of land makes people 
unwilling to give up a certain though unsatisfactory livelihood for the 
risks of pioneering elsewhere. There is also the debilitating effect of chro- 
nic diseases— such as malaria, hookw'onn, etc.— -which militates against the 
display of initiative and energy on the part of the people. A,^in, most 
villagers are in the clutches of the money-lender, who presents every po.s- 
sjble oBstacle to his debtors leaving the village. 

Lastly, it is supposed that the smaller the unit of i^opulation, the larger 
the proportion of persons born elsewhere. If this is true, a country like 
India containing nearly one-fifth of the world’s inhabitant.s must be e.x- 
pected to show proportionately low’ figures of migration. In spite of the 
general immobility of the population, however, there are certain definite 
streams of migration within the coimti 7 which may be briefly noticed.^ 

I'rhe Census Report (1911) notes the various kinds of mif^'ation a.< follows;— 

(i) Casual, or minor movements between neighbouring villages. ‘ Tlie chief cause of 
these minor movements is the custom, almost univer.sal amongst Hindus, whereby 
parents seek wives for their sons in a tlifferent village from their own» and the tact 
tliat in some parts a young wife returns to her p,arents for confinement and e.speci!illy 
for the fir.st one.’ (ii) Tempoiwy, due to die migration of coolies to meet tlie dcmimd 
for labour on new’canals and lines of railway, to journeys on hiisiiie.ss and in conae-sion 
with pilgrimage!!, marriage ceremonies and the like, (iii) Periodic, due to sea.sonal 
demimd for labour ; for example, the annual migration to the .Sundarbans, Karma, and 
the wheat district.^ of Upper India at Iiarvest time, and the extensive movement from 
Bihar and the United Provinces during the cold weather months for work on roads, 
(iv) Semi-permanent, where the inhabitants of one place earn their livelihood in another, 
but maintaiM their connexion with their old lionies, where they leave tlieir families 
aiijj:! to which they ultimately return. Tor example, many labourers in mills and factories 
in the big cities, clerk.s in Government officte and domc.stic servants, anti also the ubi- 
quitous Matwari trader anti money-lender, (v) Permanent. This type of migration is 
in tlie nature of colonizatiim. It usually takes place when, owing to irrigation or im- 
proved communications or changed political conditions, new lands become available 
for occupation. Illustrations of this type of migration arc extensive colonisation of Lower 
from Upper Bmraa after the annexation of the latter tract and the rush from the con- 
gested district.s of the Punjab to the canal colonies as soon as the irrigation works there 
were completed, (vi) The On.nw Report (1931) adds another form of migration and 
de, scribes it as Daily, although it is admitted that in India generally the conditions. 
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(i) Assam is very sparsely populated, and the land available lor 

cultivation being ample, the indigenous inhabitants Tmd it unnecessai^ 
to work for liire. Labour for the tea gardens in the province has, there- 
fore, to be obtained from elsewhere. The cultivable waste land on the 
Bralimaputra valley also attracts a considerable stream of immigrants from 
other provinces. 

The tea-garden industry draws its , foreign population from Bihar, the 
Central Provinces, the United Provinces and Madras, while settlers in the 
Brahmaputra valley come principally "from Eastern Bengal. A third move- 
ment of the Nepalis into Assam is mostly pastoral in character. The total 
volume of immigration into Assam from all sources is considerable, as can 
be seen from the fact that nearly a quarter of the population of the pro- 
vince is '■foreign or of foreign extraction. There is still a vei 7 large area of 
land in Assam available for cultivation. But the prevalence of fcala-azar 
and other diseases, the lack of satisfactory communications and low wages 
prevent a more rapid absorption from other districts than is actually tak- 
ing place. 

There have been changes and developtnents since 1921, particularly in 
respect oF" the volume of migration from provinces which previously sup- 
plied the tea-garden labour. Madras is the only province showing- an in- 
crease in emigration , to Assam. Recruitment from Bihar and Orissa, which 
had fallen off rapidly after 1921 largely owing to a deliberate campaign 
against it by non-co-operators, began to revive as a result of the jroirularity 
of the short-term system of recruitment. On the other hand Assam is 
learning to rely more and more on local labour. 

(ii) Bengal.—Moxe than 60 per cent of the immigrants into Bengal come 
from Bihar and Orissa^ and the rest from the United Provinces (18 per 
cent), Nepal (5 percent), Assam (4 per cent), the Central Provinces (3 
per cent), etc. The most important currents of immigration are (a) from 
Bihar, Orissa and the eastern districts of the United Provinces into the 
industrial urea around Calcutta ; (b) from the Saiital Parganas into the 
districts of Birbhmn, Malda, Dinajpur and -northern Bengal ; (c) from 
Nepal and Chota Nagpur into the Darjeeling and Jalpaiguri tea gardens ; 
and (d) from Assam into Tripura State. 

The immigration into Bengal is due to the comparatively greater fertility 
of the soil, greater dcvclopnient of industries, especially round about 
Calcutta, and the aversion to manual occupation which is a particularly 
marked chtyacteristic of the Bengali people. Not only the manual labour- 
ers, but also the police warders in jails, peons of zemindars, etc. are for 
the most part recruited from other provinces. The chief feature of the 
internal migration in Bengal is a movement of the population of the cen- 
tral belt, on the one hand, towards the industrial districts around Calcutta, 
and on the other hand, into northern Bengal and the Assam valley. 

under wliich (he residence of the worker and the place at which he works are so far 
apart as to form different census units, have hardly yet arisen to any great extent. 
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(iii) Bombay and Smdi.— The noteworthy feature of the immigration into 
Bombay and Sind is the growing absorption of outsiders into the large 
industrial and commercial cities of Bombay, Karachi and Sholapiir, com- 
ing from Baluchistan, the North-West Frontier Province, the Punjab, the 
United Provinces and Rajputana, Hyderabad (Deccan) and Madras. To 
quote 1.. J. Sedgwick, the Bombay Census Superintendent (1921) ; ‘There 
are two streams of immigrants which reach us, one'’from north-west India, 
represented by the huge area of Baluchistan, the North-West Frontier 
Province, the Punjab, the United Provinces and Rajputana ; and the other 
coming from the south-east from Hyderabad and Madras. . . . The stream 
from the north goes ’to swell the proletariat of Bombay and Karachi ; and 
the Hyderabad stream goes to the mills at Sholapur. . . ’ Bombay is more 
advanced industrially than Beiigal. But although it is not so densely popu- 
lated, its soil being, much poorer, there is a very much larger supply of 
local labour available. A comparatively smaller portion of the demand 
has, therefore, to be met from outside the province. 

The net immigration from north-western India is considerable. About 
a third of the immigrants come from the United Provinces, two-fifths from 
Rajputana and the I'est from the Punjab, tjie North-West Fronlier Pro- 
vince a’lad Baluchistan (the immigration from Baluchistan being mainly 
into Sind). As regards internal migration in the province the principal 
feature is the influx of population into the industrial cities from all its 
other parts. The Deccan, being mainly an arid tract chronically subject 
to agricultural depression, is throwing out its superfluous numbers to the 
other parts of Bombay province, and it contributes to Bombay city the 
highest quota of all the divisions. 

n. Emigration.— Bxivmz, like Assam, is thinly populated and possesses a 
large area of waste cultivable land. For the same reasons as the Assam 
tea gardens, the rice mills and oil mills of Burma have had to draw their 
labour from outside, especially from Madras. Numerous coolies also used 
to cross over from Chittagong for the rice harvest in Akyab. and for rice- 
milling, etc,, in Rangoon., The total immigrant population of Burma 
was 707,000 pe’rsons, of whom 573,000 were Indians. Indian immigrants 
increased during the intercensal period 1911-21 by 16 per cent. The census 
of 1931 showed an increa.se of 21,000 immigrants on the 1921 figure. The 
non-permanent nature of this movement was shown by the small number 
of females as compared to males. Madras sent the largest quota of immi- 
grants, afCcr which came Bengal, the United Provinces and the Punjab. 
T’he Indian immigrant was mostly engaged in urban industries and per- 
formed the heavy manual work for which tire Burman has no taste. 

However, with the political separation of Burnra in April 1937, the 
growing self-conscioitsness of the Burmese and the increasing economic 
pressure due to the growth of the, indigenous population, migration to 
Burma tvas becoming more and more difficult for the people in the con- 
gested areas of British India. The latest illustration of this was afforded 
by the controversy raging over tire 1941 Indo-Burrna Immigration Pact. 
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These difiiculties are still there' and possibly in a heightened form nov.’' 
that Burma has been reconquered from the Japanese.^ The same applies 
to other erstwhile enemy-occupied territory like Malaya. In Geylon, the 
sentiment against Indian immigration has recently been growing stronger 
and stronger. ^ 

Tiierc are at present abotit' Sf million Indians resident abroad. The dis- 
tribution among the crilTerent parts of the Commonwealth is roughly as 


follows :~ 




Ceylon (1943) 

. 750,000 

Kenya (1942) 

. . 47,000 

Eriti.sh Malaya (1940) . 

. 748,829 


(Asiatics) 

Mauritius (f938) 

. 269,885 

Tanganyika (1942) 

.. 35,591 

South A/rica (1946) 

. 282,539 


(Asiatics) 


(Asiatics) 

Jam'afca (1943)^ 

. . 26,507 

Trinidad (1942) . 

. • 170,396 

Zanzibar (1931) 

.. 14,000 

British Guiana (1942) . 

. 157,185 


(Asiatics) 

Fiji Islands (1942) 

. 105,581 

Uganda (1943) 

. . 26,972 

(Asiatics) 


Among the most importaiV- countries for Indian emigration at present 
are Malaya, Ceylon and Burma (where, in 1931, the Indian population 
was over a million). The recruitment of Indian labour for Malaya was 
stopped in August 1930 on account of the fall in tin and rubber prices, 
and repatriation on a considerable scale took place in 1930 and 1931, In 
the case of Ceylon, recruitment of Indian labour for rubber estates was 
stopped in 1930 and 11,000 Indians Were repatriated in 1931, but other- 
wise emigration continued. Apparently, however, the absorption of Indian 
labour in that conn try, has nearly readied saturation point. Indian emi- 
gration has been bmadly of two kinds. The first was that of unskilled 
labourers under indenture, as in the case of Fiji, Mauritius, Natal and 
the West Indie.s, or under some spedal system of recruitment such as 
was adopted in Ceylon and Malaya. The second is the spontaneous emi- 
gration of people belonging to the professional, commercial and artisan 
classes. The scope of the latter kind of emigration has been wider than 
that of the former and it has penetrated td places that never came under 
any system of assisted emigration. This applies, for example, to the self- 
governing dominions, with the exception of South Africa and certain 
crown colonies, especially of the East African territories. 

The majority of the emigrants work as agricultural labourers bn planta- 
tions of rubber, tea, colide, etc. Indentured labour emigration was stopped 
in March 1917, and as a result the volume of ertiigration has shrunk very 
considerably. The resolution of the Imperial Conference of 1921 reaffirm- 
ed the principle that each community of the British Commonwealth should 
enjoy complete coittrol over the composition' of its otvn population by 
restricting immigration from any of the other communities, and most of 
the countries within the Commonwealth' have exercised their right of 
regulating immigration so as' to 'discourage^ ■ if. not altogether exclude. 
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Ttidian iininigrant.s. The reasons may be political, racial, or piu'cly econo- 
mic: ; but the unplpsant fact must be faced that emigration as a remedy 
for relieving congestion at home is practically impossible so far as the 
ludiaii population is concerned^ 'As i-egards Dominions like Australia, 
Canada and New Zealand, they have definitely adopted a policy of keep- 
ing their territories as a preserve for future occupation by the Whites 
exclusively. Under the quota system,^ ever since 1922, the U.S.A. has 
definitely adopted a policy' of discrimination against Asiatic races. The 
disabilities from which Indians sufter in South Africa, East Africa and 
Kenya are likely to increase rather than decrease as recent events like the 
passing of the " Pegging Bill ” in South Africa £ore.shadow.’% The Gensws 
of India (1931) noted that in spite of a rapid and heavy increase in popula- 
tion during the decade, there .had been even le.ss relief by emigration than 
in previous periods , 

Owing to the various restrictions described above, emigration outside 
the limits of India has recently been unimportant. The possibilities of 
emigration ai'e confined to the trbpical and sub-tropical parts of the British 
Empire. Apart from British Malaya, there is a pro.spect of considerable 
emigration to British Guiana where there is, still great scope tor the ex- 
gansioiktof cultivation. The population in British Guiana is about 320,000, 
but the country is capable of supporting ten times that numbef and is 
peculiarly suited to being settled by Indians. Under the Emigration Act 
of 1922, a scheme of Indian emigration into the colony was approved, 
but has not yet been brought into operation because the terms are held 
to be unremunerative by the planters. The Agricultural Commission 
strongly commended the scheme as worthy of further investigation ‘ for the 
possibility of doubling the Indian population is, not to be lightly disre- 
garded'. (Ke/Jori, par. 510.) " 

§34. Eugenics.— The human being is the most important machine in the 
production of wealth, and whatever improves the physique, mtellect and 
character of the people adds to their economic stiengfh and efficiency. 
The subject of heredity has-been much studied in recent years in its bear- 
ing on the im]jrovement of plants and animals of economic value, and 

l it is not net;t:ss:iry to outer into dotails in oonnexion with the v-srious phases of the 
emigration policy of the Government of India. 'I'hc numjiers involved at ilie present 
moment are insignificant and the question cannot be regarded as in any sense vital 
from the paint of vietv of ea.sing economic coiulitioiis in tliis country. I'lie Emigration 
.\(:t of 192;’ prociairaed nssisled emigration of tinsliUled Ivibour to be unlawful except 
lor such I'oinUries and on such terms mid conditions as might, be specified by the 
Govemor-General-in-Gouncil. There is also a Standing Emigration Committee of the 
Indian Legislature to advi.se the Government on all major emigration questions such 
as the fixation of standard wages of iiu.skilled emigration workmen, terms of coloniza- 
tion of Indian settlers,; etc. ■ : 

ii Wadia and Merchang op. cit., third edition, p. 102 ; ‘ Fifty years ago Mr Justice 
Raiiade could conlenqilaic a continuous flow of labour to distant countries. Today the 
position has so far cliangcal as to create the problem of the repatriation of old migi’ants.’ 
— 1). R. Gadgil’s Eoreworcl, p. v, to Sovani, op. cit. ■ 
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impoiUint practiciil results have been achieved in this direction. The re- 
mark is often made that what man has been able to do for plants and 
domestic animals, he has never been able to do for himself. But the diffi- 
culty in studying heredity with reference to human beings, and applying 
its laws so as to improve the race, has been that it is impossible within 
node limits to experiment with human beings or to treat them like plants 
and animals in the regulation of mating. 

It is nevertheless of the utmost importance for the welfare of the race 
that its perpetuation should depend, "as far as possible, on those indivi- 
duals who are best suited to serve the needs of the community. This has 
become all the tnore urgent because the tendency of modern civilization 
is to eliminate some of those factors which make for the destruction of 
the physically and mentally unlit. Under primitive conditions the weak- 
lings had small chance of ^airviving in the struggle for- existence or of pro- 
pagating their kind. Those who were exceptionally courageous and re- 
sourceful would, for instance, get more wives than the tveaker members 
and would, therefore; be more prolific. In modern times, however, owing 
to improved sanitation and progress in medicine and surgery, together 
with the^rowth of the hunjanitarian spirit, natural selection has ceased 
to operated There is no effective ban on the physically unfit, the nientall^ 
unsound and the morally degenerate, carrying in them the seeds of here- 
ditary disease, marrying and perpetuating their stock. Owing to the diffi- 
culties connected with scientific observation and experiment, the science 
of eugenics has been advancing very slowly, and our knowledge of the 
laws of heredity in their application to the inheritance of human char- 
acteristics is still very meagre. All we can do at present is to draw certain 
deductions regarding Imman beings from the rules which the animal- 
breeder finds it profitable to observe. Any pi'actical scheme of eugenics 
would have a positive and a negative aspect. That is, it would aim at 
• encouraging the reproduction of the specially fit and discouraging or pre- 
venting the production of the specially unfit. In India, certain rules ap- 
parently of eaigenic value are followed in arranging marriages. For ex- 
ample, marriage is prohibited within certain degrees bf relationship. 
Again, the castes are divided into certain exogamous sections or gotras^ 
the members of which are regarded as so closely related that they are not 
permitted to intermaiTy. It has been questioned, however, whether this 
particular taboo has any scientific basis.® There are certain practices in 

lit must, however, be remarked that natural selection under primitive conditions 
did not iiece,ssarily bring about the survival, of the best. As bas been well said, natural 
selection otien preferred muscles to brain, and low cunning to artistic genius. Again, 
the advance in medicine and sanitation undoubtedly increases the economic efficiency 
of tlie community as a whole. All the same, the proposition is incontestable that, under 
modern conditions, many more unfit people are enabled to survive and breed than 
would have been possible under primitive conditions. 

2S. V. Karanclikar, in Hindu Exogamy, pleads for a loosening of the extravagant and 
unmeanin.g exogamous re.strir,tions which Hindu society has imposed upon itself. 
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India, sudx as constant inbreeding among the members of ‘microscopic 
endogamous snbcastes’,i which are probably harmful. On the whole, India 
stands as much in need of enlightenment otr the laws of human heredity 
as any other countiy. It is indeed futile to hope that even, with the fullest 
enlightenment spontaneous action will secure the propagation of the most 
desirable stocks. At the same time, even in the most advanced Western 
states, legislative schemes of positive eugenics are^at present out of the 
question, because they will be resented is unduly infringing on the liberty 
of the individual. Certain countries have, however, already embarked on 
tentative experiments in eugenic legislation. Thus in the United States of 
America, the State of Nebraska forbids the marriage of anyone suffering 
from venereal disease. The State of Connecticut forbids the marriage of 
epileptic or feeble-minded pejsons. Montana sterilizes its idiots ’and epi- 
leptics by an operation which leaves the sexual function undisturbed while 
destroying the power of reproduction. It has been suggested that steriliza- 
tion may be resorted to in the case of hardened criminals and other un- 
desirable types.2 In most countries, however, in the present state of public 
opinion and sentiment, it is not possible to go very far in the direction 
of eugenic legislation. But the state may do^something toward.s'^ducating 
jDublic ’opinion by spreading information and offering advice on this im- 
portant subject. 

§35. Public health and sanitation.— The importance of public health and 
sanitation in maintaining the economic efficiency of the people cannot 
be overrated. The prodigious mortality in India due to such scourges as 
plague and influenza, malaria, smallpox, relapsing fever, etc., is economi- 
cally disastrous on account of the dislocation in the machinery of wealth- 
jrroduction which it causes. In England, during the last 80 years, enormous 
strides have been taken in the improvement of public health, and as a 
result; typhus, cholera, scarlet fever, and diphtheria have been practically 
wiped out. In India, the listlessness, lassitude and apathy characteristic- 
of the people are largely the result of diseases like hookworm’ and malaria, 

‘ the sinister performers in the grim tragedy of the endemic diseases played 
out upon a stiige upon which no curtain ever falls These diseases seize 
and devitalize many more people than they actually kill, and it is im- 
possible to over-estimate the economic advantage that would accrue frcjin 
stamping them out. Systematic and widespread instruction of the people 
in health and hygiene is nece.ssaiy, and the Departments of Public Health 
need to be further strengthened. The initial expense would be heavy but 
it would be well worth while, as the results in higher economic efficiency, 
although not immediate, would be great and certain.'* 

t Set’ Kiir.milikar, op. til., p. SHS. 

2 See C. V. Blucker, ISirth-control and llic State, pp. 67-9. 

3 Lord Ronaldsliay (Marquess o£ Zetland). 

■1‘ Public c.vpcnditure on national health i.s like expenditure on a life-hoat or a 
fire-engine; even more, it is like a long-term investment. It yields the interest with 
absolute certainty, a hundred-fold— but only in the course of years and sometimes in 
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^3fi. Edunition.-lti onler to develop tlie economic efficiency of a people 
to the fullest extent, general knowledge and intelligence as well as special 
training in particular vocations is necessary. In India, both as regards 
general and technical education, most of the work still remains to be done. 
I5ut this is a topic to which we shall have to revert later on in connexion 
with agricultural and industrial progress. 

§-i7. Racial aptitudes.— Economic progress is also a matter of innate racial 
cajjiicity, and certain races have shown no aptitude for it. It is, however, 
a dangerous thing to indulge in facile generalizations about the superior- 
ity of some races and the inferiority of others. Many of these generaliza- 
tions are no'>morc than summaries of existing facts. Because the Indian 
people happen to be backward economically and culturally at the present 
time, some writers pretend that they are inherently incapable of scaling 
the heights of civilization, attained by European nations. It is thus, we 
imagine, that an Indian observer might have generalized about the inhabit- 
ants of the British Isles who were tattooed savages x’oaining about in the 
fore-sts when the Indian himself could boast of a mighty civilization. If 
it had been suggested to him that the descemhuiLs of these savages were 
destined 10 rule over India, ^ he would have greeted the suggestion with 
pardonable contempt and incredulity. The miracle nevertheless happened^ 
and it was now the turn of the Indian to prove his claim to be considered 
capable of civilization. The course of history is strewn with fatuous judge- 
ments on one people by another. Towards the end of the eighteenth cen- 
tury, western Europe looked upon the Russians as semi-savages, and 
D’Alembert and Diderot could not think it possible that they should ever 
be civilized up to the European standard. The negroes are still generally 
regarded as incapable of ever attaining equality with white races and, as 
regards Indians, the view has sometimes been expressed that, like all brown 
races, they are incapable of continuous progress, being subject to * some 
strange fiat of arrest which condemns them to an etenial reproduction 
of ideas and "to long periods of immobility succeeding brief intcivals of 
advance. Such views stand condemned if only bccau.se they ignore the 
obvious fact that the Indiait people do not constitute one 'single race but 
that various racial strains have entered into their composition. Further, 
it is a matter of common knowledge that it was the great civilization and 
wealth of India that attracted foreign adventurers to it. Even in their pre- 
sent fallen estate, competent observers have been able to discern elements 
of greatness, in the people of India and have admitted that, gi^en a fair 
ciiance, Indian brains are not whit inferior to European brain.s.® Nor is h 

llic coiust: of generations. Soinethne.s we hear the idle question, " Wlnit is the me ot 
ail our exiJcncliture on health?” It is often, asked by person,? who do not reflect that 
their tvelrome pvc.scnce among- us afive, alert, and competent is itself tlie aitswcr.’— 
Annual Refjort of the Chief Medical Officer of the Ministry of Henllh (England), 1921. 

t Meredith 'fotviiscnd. Asia and Bilrope, p. 9. 

3 In an addre.?'. lie delivered in Johannesburg on 20 August 1919, th'ncval (non- Eieiil- 
Warphal) Snnil? iisccl tlie following -ivbrds : ‘I do not look down on Indians, f look up 
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true that they are averse to or incapable of applying them to the task of 
economic organization and advancement. There is therefore no need for 
the luciian people to allow themselves to be borne down by any overwhelm- 
ing consci(3usness of irremediable inferiority as regards aptitude for econo- 
mic progress. 


to then). . . . "Iheie have been Indians who have been amongst the greatest men in 
the history of tlie world. Tiiere have been Indian-s who have been amongst the groitcst 
leaders of the human Vace, whose shoes 1 am unworthy to untie.’ 
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SOCIAL AND RELIGIOUS INSTITUTIONS 
§1. Influence of social and religious institutions on economic activity.— 
Social unci, religious institutions ?ind ideals exercise a profound influence 
on economic activity, and it will be our task in this chapter to describe the 
institutional basis of economic life in India and consider how far the more 
important of these institutions help or hinder the economic progress of the 
people. That"- the religious and social background of economic life in India 
requires a special study need not be laboured. For it is evident that the 
variou.s aspects of Indian economic life have , received their peculiar shape 
and mould from the characteristic social and religious institutions of the 
land.^ 

§2. The caste system.— The caste system constitutes the most noteworthy 
feature of Indian society. 

The sjjstem as it exists in India must be distinguished from the numer- 
ous social graduations to be found among all nations. These latter are not 
divided into so many watertight compartments, and there is no religious 
taboo to prevent the passage of an individual from one social stratum to 
another. There are also no restrictions as regards marriage, and everybody 
i.s at liberty to choose whatever profession or occupation he likes. Under 
the caste system, on the other hand, Hindu society is divided into an im- 
mense number of entirely separate groups, small and large, the conduct 
of whose members is restricted by an elaborate code of caste rules. They 
are prohibited from intermarrying and commonly also from inter-dining 
with members of tWe other groups supposed to be inferior in status. In 
India, ‘ birth determines irrevocably the whole course of a man’s social 
■ and domestif relations and he must through life eat, drink, dress, marry 
and give in marriage in accordance with the usages into which he was 
born '.2 »■ 

§3. Three main types of castes.— Castes are divided into three main types— 
the functional, the racial and the sectarian. The most important of these 
are the functional castes, representing the various occupations that were 
followed in earlier times before the introduction of machinery. Instances 

1 'The sociotagical life of the people has cletennined in India .systems of land tenure, 
the organisation of the village life. . . .. and the joint family and the caste .system have 
regulated from times..imniemoria] the rights of the individual as a member of a family, 
as a member of society and as a member of the guild or trade to whieh he was attached 
by hirth.’-H. S. Chatterji, Zndmji £conom»w, p. 80. 

^Invperini Gaxeiteer of India, vol. 1, p. 323. Dr G. S. Ghurye mentions the following 
salient features of the caste .system in India : (1) Segmental division of society, (2) 
Hierarchy, (3) Restrictions on feeding and social intercourse, (4) Civil and Religious 
disabilities and privileges of the different sections, (5) Lack of choice of occupation, 
and (6) Restrictions on marriage.— Caste and Race in India, pp. 2-18. 

8 Community of occupation can scarcely be regarded as the sole basis of the caste 
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o£ die functional castes are the Brahmin or the priestly caste, and the trad- 
ing or Bania castes , which include, among others, die Kliatri of the Punjab, 
the Aganval and Oswal of Rajputana. It would be tiresome to eimmci- 
ate all the functional castes. They include artisans such as tveavers, carpen- 
ters, potters and goldsmiths; village seiwants such as cowherds, barbers 
and ivashcrmen ; and various other occupations such as astrologers, oil- 
jnesscrs, cattle-breeders and musicians. ,The racial classes are numerous 
in all parts of India. In Bengal, we have the Rajbansi, Chandal, etc.; in 
the United Provinces and Bihar, the Bhar, Chero, etc; ill Rajputana and 
the Punjab, the Jat,^ Gujar and Meo ; in Bombay the Koli and Mahar ; 
and in Madras the Nayar, Paraiyan, etc. The sectarian castes are those 
that have originated from religious sects, .such as the Lingayat c;aste in 
Bombay, founded by a religipss leader who denied the supremacy of the 
Brahmins.! « 

§4. Origin of the caste system.— According to James Mill’s theory, the origi- 
nal division of society into castes must have been the work of some inspired 
individual who foresatv the advantages of a systematic division of labour. 
He thought that the subordination of one caste to another was to the 
supenstitious terror felt by the weaker membtrs of the community and to 
t^ie designing lust for power characteristic of the priestly caste, which suc- 
ceeded in securing for itself the position of the premier caste to whidi 
all the others owed veneration and respect. Next to calamities sent by 
Heaven, the ravages of war which the priestly class pretended to be able 
to avert are to be dreaded most, and so the military class occupied the next 
irlace of importance after Brahmins, and so on.® 

According to S^nart’s theoiy, ‘caste is the normal development of 
ancient Aryan institutions which assumed this . form in the struggle 
to adapt themselves to the conditions with which they came into con- 
tact in India '. In developing this proposition he relies greatly upon the 
general parallelism that may be traced between the social ,organization 
of the Hindus and that of the Greeks and Romans in the “earlier stages 
of their national development, the difference being that the distinctions 
in India became rigid and stereotyped, while tliis did not happen in 
Europe. 

‘Distribution over a wide area, tending to multiply groups ; contact 
with the aborigines, encouraging pride of blood; the idea of ceremonial 
ptirity, leading to the employment of the indigenous I'aces in occupations 
involving manual labotir, while the higher pursuits were resesved for the 

.system. Because, a.s Stuart obseives, i£ this were so, the institution would have shown 
less tendency towards .sub-clivi.sion anci dislocation ; the factor making for unification 
in tlie first instance would have maintained die cohesion. If the community of occupa- 
tion had been the sole or even the principal basis o£ the-caste .system we should have 
had all persons following the same occupation constituting only one caste. But as we 
know this is not the case. For instance, all weavers even in the same region do not 
always belong to the s.ame caste.’— Risley, op. cit., pp. 269-70. 

1 .See lintyclopa’dia o/ Religion and Ethics, vol. HI, p. 231. 

2 See Encyclopcvdia Jiritannica, eleventh edition, article on Caste. 
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Aryans; the influence of the doctrine of metempsychosis, which assigns 
to every man a definite status determined by the inexorable law of karma ; 
the absence of any ]Dolitical power to draw the scattered groups togetlier ; 
and the authority tvhicli the Brahrainical system gradually" acquired— these 
seem to be the main factors of M. Senart's theory of caste.’^ 

^5. The rigidity of the caste system.— The various theories of the origin of 
caste anrl its later evolution must all be proitounced inadequate as they 
fail to explain fully what requires particular explanation, namely the un- 
paralleled rigidity of the caste system in India— a rigidity which was fur- 
ther enhanced when the system crystallized in opposition to the successive 
waves of Mfislim invasions between the twelfth and the eighteenth cen- 
turies and tlrus reacted in a most unexpected manner to the esseiltially 
democratic iiilluences of Islam. There is reason to believe that in the early 
stages of its development -the caste system was fluid in character, at least 
so far as the first three castes were concerned. How exactly this original 
fluidity tvas lost must for ever remain a question incapable of precise deter- 
mination. It may be that tire original taint of inferiority atttiehing to the 
Sudra cgste, either because it represented a conquered race of aborigines 
(Dasyus) or for some other ^reason, acted as a leaven which in course of 
time permeated the whole social system. It is also possible that the gTeg,t 
importance attached to the proper performance of ritual and sacrifice 
aihong the Aryans concentrated power into the hands of the group which 
specialized in the performance of religious functions, enabling it to use 
this power for its own social aggrandizement. It may also be that various 
other factors referred to by M. Senait as noted above had their due share 
in bringing about the final result. There is difficulty in accepting the sug- 
gestion that the settled state of society in India favoured the growth of 
caste by ensuring the continuity of functions through several generations 
and thus fixing the principle of inheritance and heredity,'-^ for such station- 
ary conditions prevailed throughout Europe before the Industrial Revolu- 
tion without- bringing about a social organization comparable in its rigi- 
dity to the caste system. For a similar. reason-we are constrained to reject 
as inadequate the contention that the undeveloped state' of communica- 
tions together with the ignorance of the masses, by making social inter- 
course difficult, confirmed the caste organization.-’ These explanations at 
best .suggest how the movement towards rigidity, when once started, was 

1 Risky, ’People . al India, p. 267. In explanation of the recent develop'ment of the 
caste .sy.stem, Dr G. S. GJiurye observes th.at the lack of rigid unitary control of the 
state, the wuvillingiwss of the rulers to enforce, a uniform standard of law and custom, 
their readiness to recognize the varying customs of dilfereut groups as valid have helped 
tlie fissiparpus tendency of groups and fostered tJio spirit of soiidarity and coinmnnitv 
of hailing in cveiy group. ]7r Ghurye. al.so thinks that ‘ the multiplicity of the groups 
and llie Uioioughness of the whole system are dug to the habit of the Hindu mind 
to (rcjtc categories and to carry things to their logical end which charattcri/e tlicir 
literature, philosophy, and religious creeds,’— op. , dt., pp. 147-6, 

2 See P. .4. Wadia and G. N. Joshi, -Weahh 0 / India, p, 124, 
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helped fomard. They do not tell us how it originated. On the whole, 
therefore, the question of the origin and development of the caste system 
must be given up ’as ' an insoluble and unprofitable conundrum 
§G. Merits and adoievements of the caste system.— One of the animating 
principles which may be said to have once rationalized the caste system 
is that of division of labour, which makes for economic strength and effi- 
ciency. At one time or another, professions in most'’countries were heredi- 
tary in practice, if not in theory, and there were obvious advantages attach- 
ing to the hereditary system, whereby the son naturally imbibed the secrets 
of the family occupation, acquiring proficienqr in it with the minimum 
of effort in the congenial atmosphere of home, under the affectionate care 
of the father. This was especially important when there was no organized 
system of public instruction q,nd when a high premium was placed on 
manual dexterity. The .system gave the father help at a cheap rate and 
afforded the easiest introduction to life for the son, who inherited the 
custom and the reputation of his father as the most imirortant part of 
his legacy. The valtie of transmitted skill in the crafts was very great, and 
the hereditary principle helped this transmission. So long as this principle 
was worked in a natural and rational mannei^ it could not be open to any 
objectienj. This, however, ceased to be the case as soon as the adoption of 
a' new profession became not merely unusual but wrong and punishable. 

The functional castes have often been compared with the medieval guilds 
in Europe and have been regarded as beneficent agencies fostering the 
recognition of mutual bonds created by common pursuits. Like the old 
trade guilds of Europe, they served the purpose of mutual benefit societies 
for their members tay training apprentices, by promoting good feeling 
among the members, by providing courts of arbitration for the settlement 
of disputes, by regulating the wages and profits of their members and by 
helping them occasionally in distress.^ ‘ The caste organization is to the 
Hindu his dub, his trade union, his benefit .society, and his philanthropic 
society.’^ The European guilds, however, differed from the castes in certain 
important particulars. In the first place, the guilds were voluntary associa- 
tions which the:’ castes are not. Secondly, although in the guilds the sons 
of existing members enjoyed great advantages as apprentices, qualified 
strangers were admitted, at any rate before the guilds degenerated into 
close monopolistic corporations. Moreover, intcrrnai'riage w^as permitted 
and was purely a matter of social feeling. In India, membership of a parti- 
cular caste’has been entirely a matter of birth, and intermarriage is strictly 
pisohibited. Again, in the case of European guilds, ‘ the common occupa- 
tion was a real tie, a source of strength in the long run ifgainst the nobles 
and kings, not a symbol of disunion and weakness like caste in India’. 
Some writers have held that ‘like the guilds of the Middle Ages in Europe 
the castes may have developed and fostered art and industi^’ and that 


1 .See Cliatterji, op. cit., p. 92. 

2 S. Low, Vision of India ^ p, 26S. 
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‘ the system may have preserved the wonderful mechanical skill and dex- 
terity of the artisan classes in the face of foreign competition While 
there is undoubtedly some truth in this view, it is also quite possible that 
the lack of adaptability and general unprogressiveness v/hich characterize 
the Indian crafts at the present day may be due to the trammels of the 
caste system, which must have tended to check natural advance.^ 

In defence of the caste system ^it inay be granted that in the days of the 
Aryan invasion it probably helped the collaboration of races and co-opera- 
tion of cultures.’’ 

Probably it also enabled Hindu society to face the shocks of political 
invasion without itself suffering dissolution. Further,*^ the caste system may 
be adm itted to have led to the fundamental stability and contentment of 
Indian society. Till recently, career and occupation wei'e settled in India 
entirely by the birth of person. This saved him from the worry and the 
restlessness incident in modern society to the choice of an occupation. 
The occujjation being fixed for a person at his birth, he was i^rotectcd 
from ‘ the canker of social jealousy and unfulfilled aspirations ’. 

§7. Caiite system indefensible in its present form.— Whatever the initial merits 
of the caste system, in its pijesent development it deserves only unqualified 
denunciation. It is one of the greatest drags on progress devised by the 
perverted ingenuity of man. It operates at present as a vast engine of 
oppression and intolerance and a malignant force making for social and 
political disunity and weakness.* If it is fair to describe Indian nationality 
even at the present moment as a crazy patchwork quilt with no warm 
sense Of unity binding its different parts, this is to no small extent due 
to the caste system. In India the caste system has prevented the evolution of 
a strong nationality, which has been promoted elsewhere by a process of 
unrestricted crossing between the different races inhabiting a common 

iSee Wiicligi and Joshi, op. cit., p. 126. 

2‘A guild may expand and develop; it gives free play to artistic inspiration ; and 
it was the union of the guilds tiiat gave birth to thg free cities of the Middle Ages. A 
caste is an organism of a lower type ; it grows by fission, and eack step in its growth 
detracts from its power to advance or evefi to preserve the art which it professes to 
practise.'— Risley^ op. cit., p. 270. 

a ‘The system of caste is in reality neither Aryan nor Dravidian but was introduced 
to meet the needs of the time when the different racial types liad to live together in 
amity. The only way of conserving the culture of a race which ran the great risk of 
being absorbed by tlie superstitions of the large numbers of native inhabitants was 
to pin down rigidly by iron bonds the existing differences of culture and race. Un- 
fortunately. this device to prevent the social organization from decay and death ulti- 
jnatcly prevented it from growing.’— S. Kadhakrishnan, Indian Philosophy, yohxme l, 
pp. 112-13. 

^‘The population of a district or a town is a ’collection of different nationiilitie.s, al- 
most different species, of mankind that will not eat or drink or intermarry with one 
another. It is hardly too much to say that by the caste system the inhabitants of India 
are differentiated into 2,000 species of mankind, which in the physical relations of life 
have as little in common as the inmates of a zoological garden.’— Bamfylde Fuller, The 
Empire of India. . ^ ^ 
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territory. It is probably the greatest political handicap under which the 
Indian people are labouring at present and it has often been a source of 
jrolitical weakness in the past. For example, there is much force in Pro- 
fessor Jadunath 'Sarkar’s contention that the downfall of the Maratha 
empire was largely due to tire unhealthy development of the caste spirit. 
§8. Endogamy and racial degeneration.— -One of the points urged in favour 
of the caste system is that it tends tchpresei-ve the purity of superior racial 
stocks and that the Hindus are not th$ only people who have adopted elabo- 
rate devices to maintain this purity. But nowhere else is to be found the 
strict adherence to tl\e principle of endogamy peculiar to the Indian caste 
system, which leads to constant inbreeding and perhaps to the deteriora- 
tion of the superior stocks. Moreover, while in some castes there is, a great 
excess of males and in other* it great excess of females, the Caste system 
prevents the attainment of sexual parity as the deficiency in one caste can- 
not be remedied by the supei'abundance in another. This is in some 
measure responsible for the social evil of heavy 'dowries and the persistence, 
in certain parts, like the Punjab, of the practice of infanticide. 

§9. Caste prevents correspondence between aptitude and function-— The 
caste system prevents that close correspondence between inborn capacity 
aijd industrial function which is such a fundamental element in economic 
progress and welfare. 'The moment you divide your men into watertight 
compartments on the mere accident of birth irrespective of their tempera- 
ment and qualifications and at the same time refuse them their birthright 
to develop their natural capacities and faculties to the highest possible 
limit, you deny your nation all the advantages that otherwise would have 
added to the store of national wealth and well-being. We do not know 
how much harm is being done to the economic activity of the people, by 
putting men in the wrong places, denying as it does equal opportunities 
to all.’i 

§10. Immobility of capital and labour.— The caste system prevent* free mobi- 
lity of capital and labour. Mobility of labour is hindered by making diffi- 
cult a change of occupation dr of place. As tinder the old system of handi- 
crafts the artisan uses his own capital, immobility of labour necessarily 
imjrlies immobility of capital as well. Furthermore, the system leads to 
the formation of rigid non-competitive groups, and to the overcrowding 
of certain occupations with an undue advantage being given to others 
which lie strongly entrenched behind the caste walls artificially protecting 
them from external competition. 

git. Gaste a hindrance to large-scale enterprise.— To some, extent the caste 
system impedes the progress of large-scale enterprise. In the first place, 
there is a lack of speedy adjustment between demand for and supply of a 
particular kind of labour. Secondly, the system militates against the minute 
subdivision of labour characteristic of modern large-scale production. Be- 
sides, owing to the caste system it is difficult to bring together intellect, 

as. V. Ketkar, Indian Economics. 
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manual labour and capital, which are often isolated from each other, 
forming separate castes4 Again, consumption becomes localized and sec- 
tarian, as every caste distinguishes itself from every other in its mode of 
living by many differences of food, apparel, utensils, ete A large variety 
of commodities has, therefore, to be produced, but each single commodity 
on a small scale.^ The result is that though the country is large, the scale 
of production tends to be small^ making economies of large-scale produc- 
tion difficult of realization. Another minor point is that improvement in 
the economic conditions of the socially lower classes is not always reflected 
in a better standard of life, there being no chance of the lower classes being 
admitted into the fold of the higher classes and thus by force of example 
adopting the superior standard of the latter. 

§12. Caste and dignity of labour.— The caste system produces among the 
higher castes a disinclination towards certain occupations and forms of 
labour normally followed by the lower castes, and thus often prevents 
them from improving their economic position and intensifies the evil 
resulting from the overa'owding of certain so-called genteel professions. 
It is t^e that in Europe people have no illusions about the dignity of 
labour, the tendency being .not towards an apotheosis of work but rather 
towards its reduction and more even distribution. At the same tiBcie, every- 
body feels at liberty to follow what occupation he likes in order to advance 
his material welfare and, on the whole, no form of honest labour is re- 
garded as degrading in itself and there is no such thing as a man losing 
his caste and incurring social obloquy because he chooses to follow some 
other than the ancestral occupation. This promotes mobility of labour 
and capital and makes for economic strength. Another loss entailed by the 
caste system comes from the existence of caste prejudices against the use 
of certain methods* of improvement in agricultural and industrial produc- 
tion. The objection to the use of bone, fish and night-soil as manure for 
agricultural land entertained by many castes is an instance in point. 

§13. Caste antagonistic to principle of equality.— The caste system is a nega- 
tion of the beneficial principle of equality asid injures the higher as well 
as the lower castes. It breeds in the former a false and clistorted sense of 
superiority, and. in the latter a mental attitude fatal to the development 
of self-respect. An extreme example of this is offered by the depressed or 
the untouchable classes, who are subjected to unheard-of humiliation and 
to many disabilities not only sociaTbut also economic. The unfortunate 
victim of this system ‘ is constantly a loser in ordinary commercial opera- 
tions tiirough his inability to enter a shop or even to pass through streets 
w'hcre shopkeepers dwell. Social ostracism so degrading, persisting through 

I ’l’lie failure of early joint-stock banking in. India has been attributed inter alia, to 
the fact that one of tire helps to success under conditions prevailing in India was often 
lacking, namely that a bank should consist, if possible, of men of the satne caste to 
ensure harmonious working. ■ - .' . i 

a This contention, it must be admitted, lo-ses much of its force when, as in the case 
of some ca.stes, the membership rutis into millions. 
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immemorial centuries, has naturally constituted a most serious obstacle 
to manliness, indey^endence and capacity towards self-help.’^ 

§14. Influence of Western civilization on caste.— The influence of Western 
thought and the introduction of so much of the modern machinery of 
civilization (e.g. railways) is tending in some measure to break down the 
barriers of caste. Owing to the linking up of the village with the outside 
world and the growth of trade and modern industry, an increasing number 
of people have begun to find it advantageous to give up their old tradi- 
tional occupations and seek employment in the new mills, mines and work- 
shops. Members of t^ie higher castes are being driven by the stress of eco- 
nomic circumstances to follow professions hitherto assigned exclusively to 
classes lower in the social scale. Many Brahmins, for instance, are -setting 
up as tailors, traders, shopkeepers, etc. Vocation is, therefore, no longer 
a sure index of casfe. The exigencies of railway travel again have led to 
the relaxation of certain taboos on food, drink and personal contact— a 
process helped by Western education with its levelling tendencies.^ 

Western education and culture, university and college life where the 
low caste man rubs shoulders with the high caste man, the growth-^of large 
towns, the development of a spirit of scepticism, are all undermining 
the spirit of caste exclusion. While reducing among the higher classes 
the inclination to insist on their privileges, they are making the lower 
classes less disposed to admit without question the superior status of the 
higher castes. Again, there is now only one law applicable without distinc- 
tion to high and low, and the state no longer encourages the pretensions 
of the higher classes, nor does it favour their admission to the superior 
posts in Government service. On the contrary, appointments are now pre- 
ferably given to the lower castes and a sort of inverted caste system has 

1 Moral and Material Progress Report (1923). 

2 ' . . , the rules about the diet and contact with other castes rest Upon a meta- 
physical tJieory o£ ceremonial pollution which admits of many exceptions. Ever since 
the time of Manu it has been rftognized that tlie devout traveller, when in danger of 
starvation, must packet his caste scruples and satisfy his hunger as best he can. In' 
modern times, and especially since the introduction of railways, this comfortable doc- 
trine has been developed and elaborated by Brahminical casuistry. It has long been 
held, for example, that sweetmeats, a generic and elastic term, which includes all the 
promiscuous messes sold on the railway platforms, may be taken from almost anybody. 
Nice inquiries about the caste of itinerant vendors of sweetstuffs cannot be prosecuted 
from the tviTidow of a third class carriage during the short stoppage, aijd a modern 
prqverb sums up the position in the practical query, “ You have eaten tlie food he 
gave you, why ask about his caste?” On the same principle tha wise man finds it 
convenient to forget that ice was once water, that soda water, before it found its way 
into a cunningly contrived bottle, owned the same humble origin and did not neces- 
sarily come straight from the Ganges ; that certain essences and extracts used for medi- 
cal purposes bear an ascertainable relation to beef, and that imported biscuits must 
have passed in their making tlirough the hands of all sorts of castelcss folk. Nor is he 
so indiscreet as to inquire at how many paces’ distance his neighbour can convey pollu- 
tion, when he must in any case rub shoulders with him in the railway carriage for 
twelve hours on end.’— Risley, op. cit., pp. 279-80 ' 



86 INDIAN ECONOMICS 

been introduced. The lower castes are becoming more self-conscious and 
alive to the necessity of removing their old disabilities by concerted com- 
munal action. The Hindu-Muslim tension, again, has made even con- 
servative Hindus more amenable to the influence of ideas" of social reform 
and social equality. The very existence of the Hindus as a community, 
it is felt, depends uppn their putting their house in order, which means, 
among other things, that the cgste system must go or at any rate must 
be altered beyond recognition.^ 

§15. Vitality of the caste system.— In spite of all this, however, it would be 
a mistake to suppose that the caste system is morijmnd. Unfortunately, 
it still holds sxvay in practically unabated strength. The hold of caste is 
so strong on the Indian mind tliat it has even affected communities like 
the Muslims whose religion places such» ^rong emphasis on complete 
equality among the followers of Islam. Recent events'" seem to have inten- 
sified some of the evils of the caste. system. More especially recent political 
reforms have tended to increase the bitterness and ill-feeling between the 
various communities by leading to a scramble for political power. We 
have retried above to the general awakening among the lower castes, and 
although this is a welcomeodevelopment in many way.s, in practice it is 
often seen that devotion to one’s own caste means a fanatical hatred pf 
the superior castes, and much energy is thus being wasted in feeding fat 
the ancient grudge against the higher castes. The new rights conferred on 
the people by democratic reforms are not infrequently misused to foster 
narrow .sectional interests to the neglect of the wider national, interests ; 
and the various castes with their improved organization and strengthened 
self-consciou.shess are made to serve as a ready-made system of standing 
political caucuses. While the different castes are giving free vent to their 
grievances against fire castes higher up, they are generally not prepared 
to treat on terms of perfect equality castes lower than themselves in the 
social scale., Like many levellers they wish to level dotun as far as them- 
selve.s, but they cannot bear levelling up to themselves. Brahminism is, 
indeed, everywhere on the defensive, but thh spirit of Brahminism still 
persists and has jrermeated the lower castes. 

§16. Reiuetiy for die evils of the caste system.— When one thinks of the 
manifold evils of the caste system, one is tempted to sigh for some power- 
ful, benevolent despot who would shatter to bits the present social struc- 
ture and refa.shion it on more sensible lines. A social revolution as a des- 
troyer of the Indian caste .system would have to be on a vast scale— much 
vaster, for example, than the French Revolution, and possess far greater 
transforming energy. Failing a revolution of this character we must wait 

I .Some re.aders will remember the sensation caused by Dr Amhedkar when in 19.'!6 
he announced his intention to leave the Hindu fold along with his followers and em- 
brace any otiior faitli promising equality of treatment to Harijan eonverts, and the 
determined attacks delivered from the most unexpected quarters on the citadel of 
orthodox caste-ridden Hinduism which made it possible for an enlightened depressed- 
clas.s Hindu to entertain the thought of desertion. 
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for the pi’ogress of education and the spread of general enlightenment 
gradually to disinte^^rate the caste system and make it innocuous. We may 
add that the enlightenment must spread especially to the fcjnale sex, 
whose ignorance 'and conservatism make them so tenacious of the old res- 
trictions and observances. Similarly, it is of tlie gi'eatest importance that 
it should penetrate into the villages where, in a predominantly rural 
country like India, the most serious joppQsition to reform will have to be 
met.i 

§17. The joint family system.— Another characteristic feature of Hindu 
society is the joint and undivided family. In the West, the family generally 
consists of wife, husband and minor children. In India, hovVever, there 
may be living together at any given time perhaps three generations with 
several collaterals, constituting -.a single household. An undivided 'Hindu 
family is ordinarily joint, as regards not only jjroperty, but also food and 
worship. The institution of the joint family is the basis of Hindu law as 
regards marriage, adoption, maintenance, and especially inheritance and 
succession. 

§18. The origin of the joint family.— The origin of the joint family is 
generally attributed by sociologists to the advance of civiliration from the 
pastoral 'to the agricultural and industrial stages of economic development. 

‘ Where the hunting and root-grubbing stage was supplanted by developed 
agriculture, the labour of man in tilling the soil, constructing the house 
and maintaining the patrimony became of signal importance. The male 
is now the chief factor in the economic process, and xve accordingly find 
the patriarchal family.’® The economic causes are reinforced by a strong 
sense of kinship and a religion emphasizing ancestor-worship, and the 
institution thus becomes a complex socio-economic organization designed 
to secure the spiritual and economic welfare of the Targe family groups 
of which society comes to be composed. The joint family patriarchal 
organization of India, which became practically universal thrqughoUt the 
country after the Aryan occupation, bears a close resemblance to that of 
the ancient Greeks and RoiiMns, patria potestas having its counterpart in 
India in the supreme authority with which the eldest male member of 
the family is invested in the conduct of all the affairs of the family. He 
may be regarded as a sort of trustee administering the property of the 
family and regulating its affairs for the general material and spiritual 
welfare of its members, and he is empowered to take any course of action 
calctdatecl to achieve this end. The women of the household have a sepa- 
rate female head with corresponding authority in matters of internal 
domestic economy, and often not without considerable influence in the 
regulation of the external affairs of the family as well, though these con- 
stitute the special charge of the senior male member. The earnings of every 

iFor an interesting dtsenssion ot the various methods of abolishing the caste sy.stem 
in India the reader is referred to Ghurye, op. cit., pp, 182-9. 

2 E. R. A. .Seligman, Principles of Economics, di. vi. 
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member are thrown into the common stock, from which they are drawn as 
required by the head of the family to meet the needs o| all. Everyone earns 
according to capacity and receives according to need. Thus the joint family 
organization may be regarded as the nearest approach to the ideal of a 
socialistic community. 

Apart from kinshif^ religion and social tradition, economic conditions 
of life and labour helped the joint iamily to maintain its cohesion and 
solidaiity for long centuries. Difficulties of communication and travel com- 
pelled all the members of the family to live together and to carry on 
jointly the hereditary family occupation in agricultuige, industiy or trade.^ 
Such a state of things naturally prevented the individual member from 
going ^broad and carving out for himself a different and independent 
career. Nor was there much scope for the "eiaployment of differential abi- 
lity, which is so important in the present complex ecbnomic organization. 
§19. Merits of the joint family system.— Several points may be urged in 
favour of the joint family system. In the first place, it teaches men to la- 
bour without selfishness and suffers none to lack. To every one is guaran- 
teed at Jeast a bare subsistence, which is the very first condition of econo- 
mic progress. Children who "may happen to be orphans are cared for and 
not turned adrift into the world before they are in a position t6 face if.s 
troubles. Similarly, the joint family affords a safe and respectable asylum 
to unfortunate widows, for whom an escape by re-marriage from their 
helpless condition is not ordinarily available. It also makes superfluous 
state provision in the shape of old-age pensions, poor relief and the like 
for the aged and the poor. The infirm, in spite of their disability, are made 
to fit into the household economy, being assigned work suited to their 
strength and capacity. More generally, we may say that the joint family 
secures the advantages of a simple division of labour to some extent, by 
giving each member such work as is suited to him. In the village) the 
womenfolk and the children of the cultivators' and artisans’ families help 
the adult males in their occupations— a consideration, of some importance 
during the busy seasons of the year, when there is practically no labour 
to be had on hire. 

In the fields of consumption, much saving is effected by preventing 
dujdication of household equipment and establishment, and thus a small 
income is made to go a long way, and comparatively large families can 
be maintained without much effort. So long as a joint famii^y keeps to- 
gether, the' most economical use of its assets is possible, and evils such as 
excessive subdivyion and fragmentation of land are avoided. 

Over and above these economic advantages, the joint family at its best 
fosters ihe virtues of self-discipline, sacrifice, obedience and reverence. 
§20. Defects.— However, the inherent defects of the joint family system are 
being brought into relief by tire altered circumstances of today. One of the 
main defects is the absence of a correspondence between reward and effort 

1 JB. G. Bhatnagar, Basis of Indian Economy. 
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—which, we may note is passing, has been advanced as an elicctivc argu- 
ment against most ^ forms of socialism. Human nature being what it is, the 
best stimulus to strenuous endeavour is the certainty of being able to reap 
the whole fruit’ of one’s effort. This stimulus is generally wanting in the 
joint family. For it hapjaens only too frequently that the certainty of being 
looked after, whether one works or idles away one’s time, breeds drones 
in the family, lacking in the sense jof sglf-respect and responsibility. 

As the very root-idea of the joint family is the subordination of the 
individual to corporate ends, necessitating the minute regulation by the 
family head of the, conduct of evelry member, the environment is uncon- 
genial to the development of individuality, initiative ahd enterprise 
among those whose duty is simply to receive orders and obey them. The 
head of the family is the oply exception to this. But even in his’ case the 
sense of responsibility to the family often keeps him from the bold accept- 
ance of risks so necessary for economic progress today. Further, the earn- 
ings of individual members being spread thinly over the whole family, 
the accumulation of capital and, therefore, large-scale enterprise are dis- 
couraged. The development of family affection has its beautiful side but 
it encourages stay-at-home habits making fes.- immobility of labour. 

.^21. Modern disintegrating influences.— Modern conditions on the whole be- 
ing unfavourable to the maintenance of the joint family system, its defects 
are being forced into prominence and the system is generally giving way 
to the various forces which are at present being brought to bear upon it. 
In the first place, the development of communications and transport have 
opened new opportunities for individual initiative, and the more enter- 
prising members of the family are impelled to leave the family fold and 
carve out an independent career for themselves. Secondly, the loss or 
decline of old family occupations has, in many caseS, made it impossible 
for the family to keep together and has forced dispersal on it. The subtle 
influence of Western individualism has not failed to make ,an inroad on’ 
the solidarity of the joint family. The markedly individualistic bias of the 
British civil law and preffcedure is further hastening its break-up. The 
intensification 'of the struggle for existence, coupled with the growth of 
the indivithialistic spirit, is making the system more or less an anachron- 
ism. The familitir picture of domestic bliss and contentment generally 
associated with the joint family of old has ceased to represent the facts 
of the case. The spirit of give-and-take has given way to uncompromising 
assertiveness, with the result that discontent and petty squabbles are the 
Srder of tire day in many families run on a joint basis. 

While on the whole we welcome the gradual dissofution of the joint 
family system, we must not be understood to favour a blatant individual- 
ism which is entirely self-centred and feels no call of conscience to stretch 
out the hand of helpfulness to the weak and the needy among one’s rela- 
tions. The problem is to steer clear of the complete suppression of indivi- 
duality on the one hand and, on the other, of the complete suppression 
of the spirit of mutual sympathy and helpfulness. The need for self- 



90 INDIAN ECONOMICS 

sacrifice will always remain, but self-sacrifice ought to be voluntary instead 
of obligatory. ^ 

§22. Laws of inheritance and succession.— After the discussion of the joint 
family we pass on by a process of natural transition to th'e consideration 
of the laws of inheritance and succession, which are largely governed by 
the institution of the jpint family. As Seligman observes, ‘ the institution 
of private property lies at the ba^s of, modern economic life,’ and it has 
been the product of a long evolution in which three main stages may be 
distingiiiished. The first stage is that of group or communal property. The 
second stage is that of inalienable and joint family property. The third 
stage is that bf individual private property. In India, we may be said to 
be still in the second stage, though the transition to the third has already 
commenc*ed. The presumption of Hindu law«i% still in favour of undivided 
family property unless there is a regidar partition.^ ' 

§23. The Mitakshara and tbe Dayabhaga systems.— Originally, so far as there 
was any notion of ownership of family property, it was in the nature of 
what we in these days call corporate ownenihip. The ownership was vested 
in the family as a whole and did not belong to the individual members of 
the family in the sense that partnership property belongs to partners. The 
head of the family was only the uncontrolled manager of the property.. 
The question of the distinction between ownership and managership did 
not arise so long as alienation was not permitted. But when the question 
of alienation did arise in course of time, conflicting theories were pro- 
pounded by each of the two leading commentaries on Hindu law, Mitak- 
shara and Dayabhaga.2 According to the Mitakshara school, the sons are 
joint owners of the family property along with the father even in his life- 
time. According to the Dayabhaga school, they become owners only when 

1 ‘ 111 England, ownorship as a rule is single, independent, and unrestricted. It may 
,be joint, but the presumption will be to the contrary. It may be restricted, but only 
in special circmtistance-s and under special provision. In India on the contrary, joint 
ownership 1.= the rule, and will be presumed to exist in each individual case, until the 
contrary i.s proved. I£ an individual holds property scveially, it will in the new genera- 
tion relapse into a state of joint tenancy. .Absolute unrestricted ovfnership, such as 
enables tlte owner to do anything he likes with his property, is the exception. The 
father is restricted by the son, tlic brother by his brothers, the woman by her successor. 
If property is free in the hands of its acquirer, it will resume its fetters in the hands 
of his heir. Individual property is the rule in the West. Corporate property is the rule 
in the X'.ast. And yet, although the difference between the two systems can only be e.x- 
pressed in terms of direct antithesis, it is pretty certain that both had a common origin. 
In India, tile past and the present are continuous. In England, they are separated by 
a wide gulf. Of the bridge by which they were formerly connected, a few planks . . . 
are all that now remain.’— J. D. Mayne, Treatise on Hindu Law and Usage, p. 305. 

2 ‘There are two systems of inheritance in India, namely, the Mitakshara and the 
Dayabhaga. The latter prevails in Bengal and the former in other parts of India. The 
diffeienco between the two systems is due to the fact that under the Mitakshara school 
consanguinity i.s the governing principle for determining the right of inheritance, 
whereas, under the Day.ahhaga system its place is taken by the doctrine of religious 
efiiciency which means the capacity of the successor to benefit the persons.’— D. E. Mulla, 
Principles of Hindu Law. p. 16. 
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he dies. In either case the father is the .uncontrolled manager. The differ- 
ence is only with regard to ownership. Under the Dayabhaga system, the 
father is the sole owner during his lifetime. Under the Mitakshara, the 
father and the' sons together are owners, not as individuals but as a 
corporation. This difference has led to different principles of partition and 
inheritance. If any member of a joint Hindu family desires a partition he 
can demand it, as there is no compulsion on tlie members of a Hindu 
family to live in common. In the Dayabhaga system, however, there can 
be partition only as between brother's and descendants of brothers, but 
not between a fatl^er and his sons, because the latter are not owners. 
Under the Mitakshara system, there can be a partition, even between lather 
and sons, as the ownership is jointly vested in them and in the event of a 
partition the sons can always unsist on their rights being respected.^ 

§24. Inheritance under the two systems.— We pass now to the law of in- 
heritance, meaning by ‘ inheritance ’ the transfer of ownership which 
occurs at, and in consequence of, cleath.^ In a Mitakshara joint family, 
there can be no inheritance, as the death of a member makes no change 
in ownership, and jrroperty remains undivided unless partition h insisted 
upon. As Mayne points out, property undcif Mitakshara, so long as the 
family ’ehooses to remain joint, devolves upon the members of the family 
for the time being by survivorship and not by succession. Even under the 
Dayabhaga, however, no perceptible change in the affairs of the family 
is occasioned by a death not followed by actual partition. It is only when 
a partition takes place that the question of tracing the succession arises. 
In a Dayabhaga family there is a case of inheritance whenever a member 
dies, the share of that member descending to his heir. 

It must not be supposed, however, that all property in India is joint 
property. Separate property may be acquired, thoifgh it is not always 
easy to determine in what circumstances it is separate. But in the case of 
separate property there is true inheritance, for which legal, provision is 
necessary. 

§25. Economic effects of the* laws of inheritance and succession.— The result 
of partition ancl inheritance under both the schools is a widespread distri- 
bution of property, all sons having an equal share, and widows and 
daughters also having a limited interest in the joint property. The general 
principle is that the male descendants of a common ancestor through males 
have a greater claim than the others. In effect, if not in theory, the Muslim 
law of inlicritance and .succession bears a close analogy to the. Hindu law. 
Among Mn.sliras, though there is no presumption of jointness, the joint 
family itself is not uncommon, though under Muslim ’law the owner of 
the property— whether ancestral or self-acquired— has control over it chir- 

r Tn tl'.c cast; of Incliiui .States .and in some zemindari e,states no partition is allowed, 
the throne or the property descending to the eldest male member, It i.s only in these 
exceptional case.s that the law of primogeniture prevails. 

2 Partition is, of course, independent of death, though as a general rule It takes place 
at the death of the father or manager. ’ T 
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ing his lifetime only. It devolves, by succession on an even lai-ger variety 
of heirs than under Hindu law. The rules of distribution of property under 
Muslim law depend, not on consanguinity only, but also on certain equi- 
table considerations, by which the rules based on consanguinity are modi- 
fied. As in Hindu law, there is no right of primogeniture, and male heirs 
are generally preferrecj, to female. 

In defence of the Indian laws pf inheritance and succession it may be 
urged that the absence of primogeniture is homage paid to the principle 
of equality and distributive justice. Their tendency is to prevent great 
differences of wealth from arising and to promote t^e growth of a sub- 
stantial middle class. In respect of their operation on the division of land 
they tey.d to ensure— unless carried too far— a stable rural society consisting 
of indep’endent and self-re.specting peasant proprietors, who are the back- 
bone of a healthy agricultural organization, with which the welfare of the 
country is closely linked. From the standpoint of industrial progress, the 
fact that everyone gets something to start with is an advantage. The small- 
ness of the patrimony, which is the general result of an equal distribution 
of the property among the claimants, is in itself a stimulus to further effort 
for supplementing it in order that the accustomed standard of comfort 
may be maintained.! „ 

There are, however, important considerations which tell against the 
laws of inheritance prevalent in India. In the first place, they have the 
effect of discouraging large-scale enterprise by preventing the accumula- 
tion of large capital resources. Saving is difficult when the share of each 
individual is small, as it often is when property is equally divided. This 
evil, however, can be mitigated by the development of joint-stock organiza- 
tion of industry on the basis of limited liability, which enables even small 
savings to be utilizefl for large-scale enterprises. 

Another serious evil flowing from the unrestricted operation of these 
' laws in Indi^fi relates to the excessive subdivision and fragmentation of 
land, resulting in uneconomic holdings and encouraging the litigation 
which plays such a sinister role in aggravating the poverty of the peasantiy. 
§26. Is Indian spirituality responsible for India’s economic backwardness?— 
It is often alleged that in India 'religion bids a man turn his back upon 
all materiar advantage and, if he is a Hindu, regard everything as a mere 
manifestation of religion’; and further that the diaracteristic of Indian 
civilization is an abiding sense of the infinite, whereas economic progress 
implies preoccupation with the finite and the material side of life. We 
have to consider, in the first place, whether an other-worldly attitude fs 
enjoined by Indian religion and philosophy in a sense in which this is not 
true of other religions and other philosophies; and, secondly, we have to 
consider how far the road to economic progress in India is barred, by the 
dominance of the ascetic ideal which is supposed to be held tip before 
the masses by Indian spirituality. 

1 See V. Banerjea, A study of Indian Economics, p. 48. 
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§27. Appeal to history.— In this connexion we may, at the outset, appeal 
to historical evidence against the contention that Indian spirituality has 
fostered a pessimistic attitude and a universal indifference to the material 
side of life. If the Indian mind had been exclusively taken up by thoughts 
of the other world, as has been frequently asserted, the Indian people 
would not have figured in history as great empire-builders, conquerors, and 
daring colonizers.^ Their remarkable aAievements in all these directions 
have not been disputed. The interests of Indians were by no means 
limited to religion and philosophy,' though they made these spheres pecu- 
liarly their own. The theory that the Indian mind has always been pre- 
occupied with religious and metaphysical speculation, to the exclusion of 
all other interests, is inconsistent with its admitted achievements in the 
sphere of the positive science-v It is well known that the ancient Indians 
laid the foundations of mathematical and mechanical knowledge. ‘ They 
measured the land, mapped out the heavens, traced the course of the sun 
and the planets through, the zodiacal belt, analysed the constitution of 
matter and studied the nature of birds and beasts, plants and seeds.’ The 
invention of algebra and its application to astronomy and geometry is 
due to the Hindus as also ai'C the numerical symbols now current every- 
where 'in Europe. Again, the world-wide fame achieved by the products 
of the old Indian handicrafts bears testimony to the fact that Indian spiri- 
tuality did not paralyse economic activity in the past. It is true that 
Indians did not invent any great mechanical appliances, and Radha- 
krishnan makes ‘ a kind heaven which gave them the great water-courses 
and abundant supplies of food ’ responsible for this. Although this theory 
is too simple to be accepted as a complete explanation, we believe that 
there are sufficient grounds for rejecting the alternative hypothesis either 
of an inherent defect of the Indian intellect, or of greater preoccupation 
of the Indian mind with matters of the spirit than with mundane matters. 
It must further be remembei'ed that the mechanicaT inventions after all ’ 
belong to comparatively recent times. Till the eighteenth centui 7 at least 
India could challenge consparison with the leading nations of the West 
as regards pro|ress in the arts of material civilization. The fact that since 
then stagnation has set in cannot reasonably be attributed to the influence 
of Indian spirituality. As we shall see later on. there have been many other 
influences at work which offer a much more adequate and convincing 
explanation of this phenomenon. 

§28. Influence of religious belief on economic activity generally exag- 
gerated.— Turning to present-day conditions, we find that it is exactly 
those people and communities like the Marwaris, Jains, and Bhatias 
among the Hindus, and the Khojas, Memons and Bohras among the Mus- 
lims, who may be supposed to be most amenable to the influence of ortho- 
elox religion, that have taken a prominent part in the new industrial life 
of the country and have shown a remarkable adaptability to Western 


Sec V. G. Kale, Indian Economics, vol. I, ch. iii. 
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industrial ism4 Profession of the Hindu or Muslim religion is, therefore, 
obviously not incompatible with a successful pursuit of material ends. 
Even supposing that the drift of religion in India, as it is generally under- 
stood at present, is antagonistic to all forms of secular aftivity, its influ- 
ence, so far as an average believer is concerned, is capable of being effect- 
ively counteracted when conditions are favourable to material advance 
and when there is no inherent incapacity for taking full advantage of 
them. The various communities like the Jains and Bhatias referred to 
abot'e have certainly been helped by their long traditions of business acti- 
vity and enterprise dating even from pre-British days. No religion, how- 
ever unworlcHy its character, is able to overcome permanently the natural 
impulse of man to improve his economic condition. The economic motive 
is at least as powerful as the religious motiye^ and more continuous in its 
ojreration, and this is true of the East as W'dl as of the West. It is only 
when the general economic outlook is hopeless, when, for example, 
the administration is so oppressive that it discourages every effort of a-ea- 
tive activity, that the average man seeks the consolation of a religion 
preachir^r quietism and fatalistic resignation and uses it as a kind of 
anodyne to steep his senses into forgetfulness of the evils by which he is 
surrounded and which he must endure because he is unable to cure them^ 
When opportunities for ameliorating his earthly condition by positive 
effort present themselves, adherence to a philosophy of inaction and to a 
religion which w'ould turn people away from purposeful material activity 
tends to become purely formal. Religion and life lose contact with each 
other and, while paying lip-service to the formal texts of religion, people 
come to regulate their life according to entirely different standards. Or, 
in the alternative, the profession of a religion reduces itself to the per- 
formance of some fixed ritual, and the scrupulous observance of certain 
forms and ceremonies, which need not in any way hinder the ardent pur- 
' suit of wealth. Side by side with these incongruities, which occur because 
the traditionrJly accepted belief comes to be out of harmony with changed 
conditions, religion itself gradually undergoes a»frcsh rational synthesis and 
gathers into itself new conceptions which serve to bridge life gulf between 
belief and conduct. There is a new adjustment of emphasis, so that world- 
ly activity ceases to be regarded as inherently futile or sinful. The ten- 
dency now is to preach energetic endeavour in the world instead of an 
ascetic withdrawal from it, and to deny that there need be any sharp 
separation between secular and spiritual activity. The pursuit oi material 
ends is recognized to be not nece-ssarily incompatible with dreams eff 
spiritual destiny, SD that the two motives may be so interwoven in the life 
of an individual as to form a single strand of purpo.se. The modern 
Cliristian world no longer takes in a literal sense the Biblical view that a 
rich man by reason of his riches is in a parlous state so far as his spiritual 


See Kale, op. cit., vol. 1, p, 45. 
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destiny is concerned^ Christian divines^ of the present day, for instance, 
would be ready to allow that a business man of the type of Cadbury has 
as good a chance of securing a place in heaven as anyone else. For material 
wealth in itself is not an evil. If honestly come by, it means that the person 
earning it has performed some valuable service which the community 
thinks it rvorth rvhile paying for. Both acquisition and expenditure of 
money can be essentially altruistic in purpose and in result. 

§29. Fatalism a heritage from unsettled political conditions in the past.— 
We are strongly inclined to the view that the fatalism or other-worldliness 
which is regarded as the characteristic of the Indian outlook on life and 
as a serious hindrance to the material progress of the people is largely 
attributable to the conditions of political anarchy which prevailed in the 
country immediately befor-e tl^e advent of the British and which Vendered 
impossible the normal functioning of the economic motive. When govern- 
ments were more robbers than protector's of the people— and this was the 
description to which most of the governments existing in the country 
answered in the chaotic times immediately preceding the establishment 
of British rule— when people stood to lose in a moment the fruits of years 
of industry by the rapacity of a chance invader or oppressive ruler, the 
incentiiAC to the production and accumulation of wealth was bound to be 
very weak. It is natural that hope and ambition faded from the outlook 
of the people under these conditions, and fatalism took possession of their 
minds. 

§30. Process of reinterpretation of religion to harmonize it with changed 
conditions.— With the establishment of peace, and under the influence of 
Western ideas and Western science, a reinterpretation of religion on lines 
familiar in the West is already taking place, and purposeful action is 
being preached more than passive endurance.* In other words, the religious 
outlook of a people at any given time is more commonly the result rather 
than the cause of their economic condition. As the economic condition 
becomes more favourable it is bound to give rise to a more hopeful atti- 
tude, and fatalistic doctrine are sure to recede into the background; It is 
a mistake to itgard the Hindu religion as a pennanent obstacle in the 
path of economic progress, because this religion is not something stereo- 

1‘How hardly shall they that have riches enter into the kingdom of God!. . . It 
i.s easier for a camel to go through the eye of a needle, than Cor a rich man to enter 
the kingdom of God.’ The Bible, Mark, x, 23. 

2 As examples of this process of reinterpretation going on in India we cull the 
following passages from S. Radhakrishnan, Indian Philosophy, vol. I. (2iid ed. 1929) : 

‘Attempts to gain solitary salvation embodying the view that one’s soul is more 
precious than all the world’s .souls put together arc not the expression of any genuine 
modesty of spirit. The r/panii/wds require us to work, but disinterestedly’ (p. 21G). 

‘ 'I'he false asceticism which regards life as a dream and the world as an illusion . . . 
is foreign to the prevailing tone of the Upa7iishads. A healthy joy in the life of the 
world pervades the atmosphere .... A philosophy of resignation, an ascetic code of 
elhic.s, and a temper of languid world-weariness are tin insult to the creator of the 
universe, a sin against ourselves, and the world which has a claim on us. The Vpani- 
shads believe in God, and so believe in the world, as well ’ (p. 219). 
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typed and fixed for ever, but is visibly changing in its content as well as 
emphasis so as to keep pace with the advance of ideas and with the promise 
of improved material conditions.! The plastic conservatism of Indian 
civilization and culture is the secret of its survival in the €ace of frequent 
and powerful onslaughts in the course of centuries, and there is no reason 
to suppose that it will fail to display its wonted adaptability under the 
present circumstances.*^ The process "of reading new meanings into old 
texts, of pouring new wine into old bottles, is in fact easier in the case 
of the Hindu religion than perhaps 'in that of any other religion. Un- 
friendly critics have said that the Hindu religion is amorphous and incap- 
able of being pinned clown to any definite set of doefrines and, therefore, 
‘unassailable and elusive as the air invulnerable'. But this precisely is 
also paft of its strength and endows it vyith a wonderful capacity for 
adapting itself to varying conditions. Thus - it comes ^bout that, accused 
of inducing apathy and indifference to worldly affairs, it finds no difficulty 
in proving that, properly understood, it is not open to this accusation ; 
that it only asks its devotees to renounce selfish endeavour but not all 
interest ; that tliey are not asked to get rid of the world but rather to get 
right wTth it. The main thesis Tilak’s monumental work, Gita Rahasya, 
is that the Bhagavadgita, the one book which can claim to be th(* gospel 
of the Hindus, distinctly prefers a life of action to that of renunciation, 
and in preaching action without attachment seeks to effect a reconcilia- 
tion between the spiritual and material aspects of life; It has been often 
asserted that the characteristic doctrine of Hinduism, karma, is the root- 
cause of Indian pessimism since it suggests that asceticism and renuncia- 
tion provide the only escape from the eternal round of births and re-births. 
This doctrine, however, is capable of an entirely different interpretation 
and, far from being»a deterrent, it can be made out to be a most powerful 
incentive to action, because it makes man and not fate the architect of his 
' fortune. 

It is interesting to note that certain characteristic doctrines of Islam 
are undergoing a similar process of revision apd adaptation. For instance, 
according to orthodox belief, a Muslim must neither pay nor accept 
interest {riba). Hence it is seriously debated whether a true Muslim may 
lawfully become a member of a co-operative society which charges interest. 
It is also well known that interest amounting to lakhs of rupees remains 
unclaimed by Muslim depositors at the Post Office Savings Bank, Owing 
to the obvious inconvenience of this taboo under present coriditions at- 
tempts are being made to interpret the relevant verses of the Koran, so as 
to make them pimhibit only usury and not every form of interest.^ 

§31. Causes other than religion for Indian pessimism.— It is thus necessaiy 

t‘-rherc has been no such thing as a uniform stationary unalterable Hinduism 
whether in point of belief or practice. Hinduism is a movement, not a position ; a 
process, not a re.sult ; a growing tradition, not a fixed revelation.’-Radhakrishnan, 
The- Hindu new of Life, p. 129. 

2 See Darling, Ritslicus Loquitur, pp. 367-8. 
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to discover causes other than the tendensy of Indian religion and piiilo- 
sophy for an adequate explanation of the pessimism and submissive sad- 
ness noted by many observers as characteristic of Indian mentality. We 
have already spoken about the depressing- influence of long centuries of 
foreign domination and misrule in India. We must add further the visita- 
tions of nature to the devastations of man in our list qf causes. The climate 
of India, especially in those 2 Jarts which are excessively damp and hot, has 
an enervating influence on the human frame, which on that account 
becomes peculiarly liable to diseases rampant in the tropics, such as 
malaria, plague and l\ookwonn. Some of these disease.s, like hookworm, even 
when not fatal, lead to a general lowering of vitality and to a feeling of 
chronic apathy— a condition under which a buoyant hopeful outlook on 
life becomes impossible. ^ The 3 ,’e»is thus a physiological basis for pessimism 
which must not be Overlooked. Again, we must consider the influence of 
calamities like famines, to which an agricultural country like India de- 
pendent upon a freakish monsoon is necessarily exposed and which in the 
past could not be tackled by anything like the present effective machinery 
of famine insurance and relief. This utter helplessness in the face qi such 
a recurrent calamity must have encouraged nn attitude of hopelessness 
aijd a ftfealistic spirit of resignation among the people. The twin tragedies 
of disease and famine enacted so frequently on the Indian stage go a long- 
way to explain the brooding melancholy of the jreo}rle. Another explana- 
tion lies in the numerous disabilities inflicted in a caste-ridden society, 
particularly on the lower caste.s, .shutting out large masses of the iDeople 
from any prospect of social and economic amelioration and condemning 
them without hope of release to the fate of helots. 

Even in western Europe, the permeation of the masses with a sjairit of 
hopefulness and acquisitiveness is a comparatively recent phenomenon. 
Before the modern scientific era, great natural calamities like famines and 
visitations of epidemics like plague and cholera were looked upon as indi- 
cations of the wrath of heaven, against which it was useless for weak 
mortals to struggle, and the !?o-calIcd oriental fatalism at one time coloured 
the views of the* masses in Europe also. If this attitude of helplessness and 
resignation has largely disaj^ijeared in Europe, it is becau.se with the help 
of science in its protean manifestations— in the jirogress of medicine, in 
the develojiment of communications, etc.— man has come to have the feel- 
ing of growing mastery over nature and, from the vantage 2 :)oint of tri- 
umplis already gained, regards every evil to which he is at pre,5ent subject 
as' remediable by persistent human effort. A similar change in outlook 
has already begun in India, and with the spread of general education and 
enlightenment, with the progress of practical science and the steady pur- 
suit of a policy of nationar economic development, the existing causes of 
Indian pessimism will surely be removed and it -will cease to be regarded 
as one of the principal hindrances to economic development. 

3 .See Ronaldshay, India, A Bird’s-Eye View, ch, xxii. 
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ECONOMIC TRANSITION IN INDIA 
§1. Industrial Revolution in England.— In this chapter we propose to take 
a survey of the fundamental chaiiges in- the economic structure and 
organization which have transformed conditions of life and labour in this 
country during the last hundred years or so. The forces in operation have 
been (partly) those summed up in the phrase ‘ Industrial Revolution ’. 
In order t(3 understand the nature of these forces it will be helpful to 
trace briefly the course of the Industrial Revolution in England. 

The 'Industrial Revolution in England, although catastrophic in one 
sense, was, in another, the outcome of forces which had been in operation 
for nearly two hundred years before they came to a head and acquired 
sufficient momentum, about the middle of the eighteenth centmy, to cause 
those spectacular changes with which the name ‘ Industrial Revolution ’ 
is particularly associated. There were many reasons why England was the 
most likely theatre for the Industrial Revolution to make its first appear- 
ance. The commercial revolution of the sixteenth and seventeenth cen- 
turies caused by the discovery of America and the all-sea route to India 
was a necessary preliminary to the later Industrial Revolution, because it 
transformed the scale and nature of international commerce and opened 
world-wide markets to absorb the enormous output of commodities due 
to the mechanical inventions of the Industrial Revolution. The theory 
of commercial monopoly characteristic of the mercantilist policy of the 
countries of Western Europe had led to a series of wars of economic 
nationalism in tht seventeenth and eighteenth centuries, and while 
England had emerged triumphant from them as a strong naval and com- 
merical power, England's rivals had come out with crippled resources 
and industries. This added enormously to her competitive strength. The 
Industrial Revolution in England, again, syndironizccl with the firm estab- 
lishment of British power in India, and the opening of tlie large markets 
of India acted as a powerful fillip to the new Lancashire cotton industry. 
Various other factors had favoured the progress of the new movement in 
England : for example, her insular position ; the establishment of internal 
free trade ; the establishment of a parliamentary form of government 
dominated Jby a landed aristocracy with a strong industrial and commercial 
bent, etc.^ ' 

§2. Four main features of the Industrial Revolution in England.— The English 
Industrial Revolution had four main features, revolution (i) in agricul- 
ture, (ii) in transport, (iii) in industry and (iv) in economic thought and 
policy— all acting and reacting on one another. The change began in agri- 
culture in response to the demand; for. more food for the growing popula- 

IJ. L. and C. Hammond, The Rise of Modem Industry, pp. 04-5. 
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tion o£ England, and the wasteful medieval methods of the common-field 
husbandi 7 were replaced by a new system of land tenure and a much 
more efficient agriciiilture. The advance in agricultural science and the 
exigencies of a scientific husbandry led to the second Enclosure Movement 
which caused the disappearance of the yeomanry and the emergence of a 
class of landless labourers and a class of capitalist tenant-farmers employ- 
ing them. Thus arose the present tyipk division of the big landlord, the 
capitalist farmer, and the landless agricultural labourer. In the sphere of 
transport and industry the revolution manifested itself in improved means 
of communication— turnpike roads and navigable canals ; in the introduc- 
tion of a variety of inventions in the coal, iron and textile industries 
(notably the spinning jenny, the power-loom and the steam-engine : and 
in the establishment of the factory system, which involved production on 
a large scale and tlie supplanting of human labour by machineiy. About 
1825 started another revolution in transport methods and communications 
which in the fulness of time brought the railway, the steamship and the 
telegraph. Starting with textiles, coal-mining and iron, the Industrial 
Revolution gradually spread to other manufactures, and its progress was 
facilitated by the organization of joint-stock , companies with limited lia- 
bility ahd the extension of credit and banking. 

In sympathy with these changes, economic thought from the time of 
Adam Smith onwards took a new direction based on the principle of 
natural liberty and individual enterprise as opposed to the old system 
of detailed state regulation of the economic life of the nation, against 
which Adam Smith’s Wealth of Nations was in great part a well-reasoned 
and powerful protest. The new economic school adopted laissez-faire a.s 
its motto. The extreme laissez-faire policy, while it accelerated the progress 
of the Industrial Revolution, aggravated the evils of the period of transi- 
tion and postponed the redress of many social and economic grievances 
which had arisen mainly from the Industrial Revolution. 

§3. Results of the Industrial Revolution.— The results of the Industrial 
Revolution were striking. There was an immense increase in the pro- 
duction of wcallli, a vast extension of internal and external trade and a 
tremendous movement of population from the south to the north of 
England along with rapid increase in the total numbers. And there were 
fundamental changes in the .social and economic organization of the 
country, with the balance of social and political power turned in favour 
of the capitalist classes to the detriment of the working classes in both 
agriculture and industry. Domestic industry was supplanted by the large- 
scale factory with its thousands of ‘ hands connected with the capitali.st 
by no other bond than the cash nexus which took the place of the old 
human relations between master and workmen. The concentration of capi- 
tal and instruments of production in the hands of a small moneyed class 
led to a divorce between the working and owning classes, and split society 
into two camps at war with each other. The insecure and precarious life of 
the labourer living under an ever-present threat of unemployment, the fre- 
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quent strikes and lock-outs throjving society out of gear, and the disloca- 
tion o£ the economic equilibrium owing to recurring crises came to be the 
features of the new industrial order, and the counti 7 ''was faced with new 
and complex social, political and economic problems. ' 

§4. Morison’s classification; the old type and the new type of countries.^— 
W'c have now to see how far these changes had their counterpart in India, 
and u'c shall begin our discussioti of £he economic transition in India with 
Morison’s division of the countries of the world into two broad categories, 
namely, (i) those belonging to the old economic order that have not yet 
passed through their industrial revolution, and (ii); those belonging to 
the new economic type that have accomplished their industrial revolution. 
I’hc first type of countries may be illustrated by Egypt, some countries of 
eastern 'Europe, and India, in which the, qld organization of industries 
still remains practically unafl’ected by new changes. ‘The second type of 
countrie.s may be illustrated by England, France, Gennany and the United 
States, where the old organization has been completely replaced by new 
methods of production and distribution. This is, however, only a rough 
classification, for there is no sharp line of demarcation between the two 
categories. Most of the coimtries in the first category are showing a ten- 
dency to pass into the second, and in some of them the change is' already 
plainly visible. For our present purpose, India and England may be taken 
as representing the two economic types contrasted. For the most part India 
still belongs to the old economic type, though the signs are already set 
in favour of her transition to the second type. England may be said to 
have completed her industrial revolution, which has influenced conditions 
of life and labour there perhaps more profoundly than anywhere else. The 
old industrial organization was the result of certain physical conditions 
which at one time* or another prevailed in practically every country in 
the world, and wherever they existed the economic type produced by them 
was more oi; less uniform. 

§5. Characteristics of the old order.— The characteristics of the first type 
of countries, that is those belonging to the 'old economic order, are as 
follows : (i) The predominance of custom and status over competition 
and contract, (ii) The i.solation of small groups of the population, as in 
the villages, and their economic .self-sufficiency primarily due to defective 
transport and communication. (Hi) The prejjonderance of agriculture over 
other occupations, resulting in an uneven distribution of the population 
between the various occupations and the consequent predominance of the 
rural over the urban population, (iv) Simple and imperfect division of 
labour owing to *the narrow size of the market, (v) Small-scale industry 
of tlie handicraft and cottage type carried on independently by the artisan 
himself, and hence the smallness of. the capital engaged in industry and 
the absence of the middleman manager or entrepreneur, (vi) Absence of 


■ See T. Morison, Economic Transflion in India, pp, 1-S. 
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money economy and prevalence of bartpr or direct exchange of goods 
against goods, (vij) Undeveloped credit and prevalence of usury. 

§6. Characteristics of' the new order.— In contrast to these arc the follow- 
ing characteristics of the second type of countries, that is, those belonging 
to the new economic order : (i) Freedom of contract and Iree play of 
competition, (ii) Close interdependence between the^different jtarts of the 
industrial tvorld made possible by highly developed transport and com- 
munications. (iii) A comparatively even distribution of the population 
among the various occupations, with agriculture occupying a relatively 
unimportant [)o.sition„ and the consequent predominance of the urban over 
the rural population, (iv) A more complex and perfect division of labour 
facilitated by the wide and growing extent of the market and the large 
and increasing use of machiqesy. (v) Industry organized on a larg'e scale, 
recjuiring the use of huge capital resources and directed by a few entre- 
preneurs : concentration of labour in large factories and manufactur- 
ing centres and the disappearance of personal relations between the work- 
men and the capitalist, (vi) Displacement of barter by money economy, 
(vii) Development of credit and banking, and absence of usury. 

India, at the present time, is in a state of^cconomic transition and ex- 
hibits, In varying degrees, characteristics pertaining to both types of 
countries. She may be said to be marching in uneven stages through the 
centuries ; for while some parts are, economically speaking, medieval, if 
not primitive, others have definitely entered the modern stadium and dis- 
play that full development of economic conditions found in the most 
advanced countries of western Europe. The trend of development, hotr- 
ever, is towards a growing predominance of the second type described 
above. 

§7. The old economic organization ; the village.— In oAder to understand 
the nature of the change that has been wrought in India it is necessaiy 
to describe in some detail the old economic organization as i| existed be- 
fore the new forces were let loose upon it. 

The first important feature of the old economic order in India is the 
division of the country into villages where the large majority of the people 
lived and continue to live today. The isolated and self-sufficient village 
was the unit of the oltl Indian economy, and ‘it is to the village that wc 
must go to study the conditions in which men live and work who are still 
under the old dispensation ’.i 

^8. How the village arose and why it persists.-^Varibus hypotheses have been 
suggested in explanation of the particular mode of settlement known as 
the village. The difficult task of clearing the jungle for cultivation may 
have compelled what was originally a nomadic tribe or clan to stick to 
one spot for purposes of effective co-operation. A second influential factor 
may have been the supply of waten If water was not freely available every- 
where within a given area, those parts where it was abundant would 


Morison, op. cit., p, 34, 
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naturally be chosen for concentration. Another factor cementing this con- 
centration must have been the need for securing protection from hostile 
tribes and the wild beasts of the jungle. The Indian village community 
is by no means without parallel in other parts of the world— the medieval 
manor in England, the German mark and the Russian rair are obvious 
parallels— but the enduring quality of the village organization in India 
and its persistence in the face of ^numierous political vicissitudes have often 
been noted as peculiarly Indian (±aracteristics, especially by foreign 
observers, and glowing descriptions have been given of the Arcadian 
simplicity and happiness supposed to have ruled suprqnte in the old Indian 
village com&unities.^ 

Theddea, however, that the village was able to live its own life entirely 
unaffected by wars and revolutions outside p.ust be accepted with much 
reservation and qualification.^ When— as, for example, after the break-up 
of the Mogul Empire during the eighteenth century—the whole country 
was a theatre of constant warfare and brigandage, it is unthinkable that 
the villages should have been allowed to pursue the even tenor of their 
life endrely undisturbed. As a general rule they were forced to rely on 
themselves for defence agaisst aggression. Occasionally, we may suppose, 
they succeeded in warding off the attacks, but often the enemy' was top 
powerful, and successful resistance was impossible. Rapine and plunder, 
exaction and extortion must have rudely disturbed their economy from 
time to time, and recovery must often have been a slow and painful pro- 
cess. The fact that village organization remained practically unaltered for 
centuries must be attributed rather to certain persistent factors, such as 
lack of communications and the consequent absence of an effectively cen- 
tralized system of administration, than to any inherent virtue in the 
Indian village makihg for its survival. 

§9. The typical Indian village.— The typical Indian village is an aggregate 
of cultivate^ holdings with or without some waste area attached to it, 
and usually it has a central site where the dwelling houses are congregated 
together, with the lands of the village spreading round about the central 
site in a series of concentric circles. In some cases, small "homesteads and 
farm buildings are found .separately located on the holdings, though for 
better security and other reasons it is usual for the cultivator to stay in 
his hou.se in the village dwelling area. The village often boasts of a grove 
and some kind of public office where the village officers keep their books 
and dispose, of their business.® 

J-The reader will recall tire following oft-quoted passage from Sir Charles Metcalfe’s 
Minute of IS.'iO ; ‘ The village communities are little republics having nearly every- 
thing- tliey want within thein.selvGs ; and almost independent of foreign relations. They 
seem to last where nothing , else lasts. This union of the village communities, each 
one forming a separate little state , in itself . . . is in a high degree conducive to their 
happiness, and to the enjoyment of a great portion of freedom and independence.’ 

2cf. A. S. .Mtekar. A History of Village Communities in Western India, pp. 105-6. 

3See R. Baden-lPoweU, Xmid Revenue and Tenure in British India, p. 66. 
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§10. Village organization : (1) Agriculturists.— Turning to the village organi- 
zation, we may leave aside for the time being the difference between the 
two principal forms of village constitution in India, namely, the ryotwari 
or severalty, and’ the joint village, and attempt here only a generalized 
description indicating the features common to both. Each village is an 
entirely self-sufficient economic unit containing within its bounds all the 
labour, capital and skill necessary . for its agricultural and industrial 
activities. The inhabitants of the village may be divided into three groups ; 
(i) the agriculturists, (ii) the village officers, and (iii) the village artisans 
and menials. The agriculturists themselves may be divided into the land- 
owning and the tenant classes, constituting together the mosi important 
section of the village community. The actual cultivators, whether pro- 
prietors or tenants, cultivate mpstly small open fields (reminiscent of the 
common-fields without enclosures of the English village before the agri- 
cultural revolution) with such labour as they themselves, assisted by their, 
families, can supply, and only occasionally with hired labour. They pro- 
vide the small capital that they need from their own savings or from the 
village landlord, or more commonly the, village moneylender. They under- 
take the risks of cultivation, are themselves tlje managers, organizers and 
experts bf their petty farms, and personally carry whatever produce they 
can spare to the nearest market, exchanging it for salt and other small 
necessaries and luxuries not available within the village itself. 

§11. (2) The village officers.— Each village has its own officers and in fact 
the village was and to this day remains the unit of administration in India. 
Among the village officers we must first mention the headman or the patel 
who is a person of great importance in ryotwari villages. He is a hereditary 
officer responsible for the peace and order of the village and the collection . 
of revenue, and often discharges petty magisterial duties. He holds a plot 
of land— called ‘ watan ’ land— by way of remuneration for his services. 
Then there is the village accountant or scribe styled the patwari or kul- 
karni who keeps the village records and accounts. There is also a watch- 
man or choukidar who has to report crime, arrest offenders and help the 
police. Lastly, there is the village messenger. These village dignitaries, 
sometimes called the ‘alutes’, may be distinguished from the ‘ balutes’ or 
the village servants— artisans and menials— who constitute the third group 
of village residents. Most villages had, in the old days, their panchayats 
or bodies of village elders which served as cheap and efficient arbitration 
courts of justice and otherwise held the village community together. 

§12. (3) The village artisans.— Almost every village possessed, in the old 
days, its complement of artisans such as a carpenter, a blacksmith, a pot- 
ter, a barber-surgeon, a cobbler, a washerman, a goldsmith, a petty shop- 
keeper, an oilman, etc. The village also had its holy man, whether astrolo- 
ger, priest or fakir. In larger villages there may be a weaver, and there 
is in nearly every village a moneylender who often combines the functions 
of moneylender and wholesale grain-dealer. The artisans are the servants 
of the village and are hereditary in chp’acter, being rarely paid by the 
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job. They are given houses in tlie village and look after the needs of all 
the villagers tvho only provide, or pay for, the materials employed. Their 
labour is icn’arded by regular annual remuneration' of service, land or 
an alkmance in grain paid at the har\'est.^ Those artisan!, however, whose 
services are only occasionally required, such as the weaver, are paid by 
the joli. It is only lor sucli things as the supply of a sugar-press or cart 
that a regular village servant like the carpenter receives extra payment. 
Thus in the words of the Census of Indm (1901), ‘ the peculiar feature ol 
Indian rural life is the way in which' each village is provided with a com- 
plete equijnnent of artisans and menials, so that, until the recent intro- 
duction of Western commodities such as machine-made cloth, kerosene oil, 
umbrellas, and the like, it was almost self-supporting and independent 
excepthig in the matter of salt and a few,other luxuries purchased at the 
village fair or brought in by the lamans or caravans'’.'^ 

§13, Self-sufficiency and isolation of the village,— Prior to the construction 
of roads and railways the villager had scarcely any contact with the out- 
side world except for the occasional visits of the grain or cloth merchant, 
who carried the surplus of one village to make good the deficiency of 
anothe*, or the very occasional journey to some big centre of trade for 
selling the products of his craft,smanship. The self-sufficiency of th'e village 
was forced upon it by its being cut off from contact with the outside world. 
As Morison remarks, ‘ when water carriage is impossible and wheeled traffic 
slow and untrustworthy, exchanges are confined to those things which can 
be carried by men and pack animals In the India of the early nineteenth 
century there were only a few natural waterw'ays like the Ganges and the 
Indus, and road transport was defective and almost as bad as in the 
England of the early eighteenth century' described by Arthur Young, 
Proper roads hardly existed, except a few constr-ucted by the Moguls, and 
where they did exist their condition was often, highly unsatisfactory and 
they were infested by highwaymen and robbers. The East India Company 
did little to improve the roads, being concerned more with dividends 
than -ivith administration. Internal trade therefore remained undeveloped. 
Being almost completely isolated from the rest of the world, the village 
was compelled to make its own standing arrangements for satisfying all 
its rec}uirements, and it did this by attracting the requisite staff of artisans 
by offering them homes and regular' remuneration. In normal times, the 
village did not suffer owing to lack of communications, because its organi- 
zation took account of this disability and was designed to overcome it, 
In times of famine, however, lack of transport facilities prevented the 
distribution of (Torn from regions of plenty to those of scarcity, causing 
acute distress in the latter. This is the obvious explanation of the most 
astonishing variations of prices even in adjoining villages, which -were 

1 See Baclen-l’owell, op. dt., p. 69, and knowles, T/u? /economic Development of the 
Overseas British Empire, pp. 435-6. - ' : 

; a See also B. R, Gadgil, The Industrial Evolution of India, fourtii edition, p. 10. 
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so near and yet so far for lack of transport. The village grain-stores, how- 
ever, insured the people against scarcity provided it was of moderate 
duration. As the nfarket for the goods turned out by the village artisans 
was natrow' it prevented any but die most imperfect division of labour. 
The advantages of specialization had largely to be forgone and there 
was a great waste of time and skill, ivith the result, that the condition of 
rural industry was very backward.^. TIip praise diat is usually showered 
on the exquisite products of Indian craftsmanship belongs of right to 
the urban industries of the old days, and not to the industries that were 
carried on in the vi,llage. 

§14yAbsence of money, etc.— Another , feature of village life tliat needs to 
be emphasized is that until recently the use of money w'as rare, vyhether 
for effecting exchanges or fejminerating services. In fact, the need for 
money is rarely feh in a self-sufficing community w’hich has only a fc’.v 
exchanges to make with, the outside world.^ Agricuiture being the most 
important industi 7 of the villagej.'grain was the standard of value and was 
used by the villagers in their exchanges with each other. Grain w’as uni- 
versally desired and its bulkiness did not matter as the exchanges took 
place mainly within the village itself. Land w'as the only thing trhich 
jvas desired as keenly as grain and, its possession being regarded as the 
hall-mark of superior status in the village, it was used to remunerate 
services, especially of the more important seivants of the village like the 
patel.-'* The rate at whidi these payments were made was determined by 
a minute and complicated but well-understood set of village customs. 
Custom rather than competition was the principal regulator of this as 
well as other economic relations in the village.* 

Immobility of labour and the conservatism of the village people were 
even more pronounced characteristics in the old days tJian now, though 
there was a stronger sense of unity and solidarity, the xveakening of which 
is one of the most discpiieting features of the present situatiqn. 

The above description of the village system must not, of course, be taken 
as an entirely faithful picture of conditions actually prevalent today. The 
village, like so 'much elst; in the old economic organization of the counti^, 
has undergone a considerable change— and in some respects a fundamental 
change— in response to the new factors which have made their appearance 
during the last hundred years or so. The old organization is, however, still 
far from being completely superseded by an entirely nc'w one, and through 

1 .See Gaclgil, op. dt., p. 12. 

-'I'he .scarcity of money, however, must have been felt a.s an , inconvenience to the 
extent to wliich payment of land revenue in cash was insisted upon by the CJoverri- 
nicnt. I'lie pea.sant would then have to sell part of his produce and in this matter 
his position was, if possible, weaker than under present conditions. Transport beinf; 
difficult and dangerous, merchants probably required a much wider margin between 
their buying and selling prices, and as the export trade in raw materials had not. yet 
developed the peasant was, on the whole, even less Mvantageously situated than now 
in obtaining the best possible price for his goods, 

3 See Morison, op. cit., p. 45. *See §gl5-!8 below. 
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all the change and adaptation that has taken place it is still possible to 
discern clearly the lineaments of the old village system in its pure form. 
The village in transition •will form the subject of ' more detailed dis- 
cussion later in the chapter (§§23-7)i 

§15. Custom and status.— We have already referred to Ranade’s opinion 
that in India ‘ there is neither the desire nor the aptitude for free and 
unlimited competition except within certain narrow grooves. Custom and 
state regulation are far more powerful than competition, and status is 
more decisive in its influence than contract’.^ Custom and status were 
fostered by the stationary character of the Indian civilization, the con- 
servative inst'incts of the people and more especially by natural economy 
or barter. Dr Cunningham connects barter with custom and money with 
competition. ‘So long as barter prevails there are likely to be customary 
payments of rent, wages and taxes; but as money is iiftroduced there may 
be frequent changes of these payments and they come to be settled by 
competition.’ 

Our study of the Indian caste system and joint family has already given 
us an idea of the power of these institutions in determining an individual’s 
career in life and the whola course of his social and domestic relations. 
So long as these institutions were not appreciably affected by •modern, 
influences, the individual was not a free agent and had no freedom of 
contract in the matter of choosing his occupation, his standard of living, 
his resilience, etc. Birth in a particular caste and family fixed his status 
in society, for good or for ill, from which there was no escape. The indivi- 
dual was compelled to reconcile himself to the position in which he was 
placed by the accident of birth. 

Historically, custom has played a very important part in determining 
economic relations d£ all kinds, and it reigned supreme in Europe before 
the Industrial Revolution under the manorial and the guild systems. It 
is only in comparatively recent times that competition has replaced custom. 
In much the same way, custom rather than competition determined rent, 
wages and prices under the old economic order in India. 

§16. Custom and rent.— We may now go on to notice the influence of cus- 
tom on the various economic relations in the old days. 

The rents paid by the cultivators to the landlord were largely cus- 
tomary, varying little from generation to generation. There were also 
certain special circumstances which even under competition would 
have made for the immobility of rents. For instance, in the old days in 
India, owing to its relative abundance, it was land that ran after tenants 
rather than the t'enants after land, as has been the case in more recent 
times ; the explanation of this state of affairs being, at least partially, the 
fact that the tenant was not always certain, owing to conditions of poli- 
tical insecurity, of being able to reap the legitimate fruit of his labour in 
cultivating the land. Moreover, the tenants came in handy to the land- 


iSee p. i. 
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lord as his retainers under conditions of perennial warfare. It was pre- 
cisely because of the prevalent conditions of insecurity, however, that the 
tenants could not dVive a hard bar^in with die landlord who was their 
natural jirotectof and in whose strength and prosperity lay their safety. ^ 
These circumstances established an equitable and mutually profitable 
relationship between landlord and tenant. When, however, peace was estab- 
lished, the landlord did not fail to jaisq the customary rents, the change 
being none the less real for being concealed by the ingenious plan of levy- 
ing extra cesses instead of raising the rent as such. 

§17. Custom and wages.— As regards wages, to the very small extent to 
which hired labour was employed at all for the cultivation o£ land, there 
were certain recognized customs which regulated the remuneration of 
labour, the usual plan being t|iat the labourer was supplied with board and 
lodging in the house of his employer or received fixed payments in kind. 
The labourer was eirgaged for a long period, generally by the year. We 
have already seen that the remuneration of the rural artisans for services 
rendered to the village community took the form of certain customary 
payments in the shape of annual grain allowances received from evety 
cultivator at the threshing floor. The plan on<»the whole worked well from 
tlie point of view of both the parties concerned. The payments were elastic, 
as they varied with the nature of the harvest from year to year and, being 
payments in kind, the modern complication of a disparity between real 
and nominal WMges due to changes in the purchasing power of money 
did not arise. 

§18. Custom and prices.— Payments in money for goods purchased were the 
exception rather than the rule. In so far, however, as they did occur, in 
normal years custom was sufficiently powerful to regulate them ; it could 
not well be otherwise in an environment where practically all transac- 
tions in the village came under the influence of custom. But in abnormal 
years, custom was overborne by competition, so that prices soared enor- 
mously high in years of scarcity and came down like a rocket in years of 
plenty. There were no moderating influences operating from outside on 
these local fluctuations, as the village had practically no access to the out- 
,side markets on account of defective transport. There could obviously be 
no such thing as a unifonn level of competitive prices for the whole 
country in the absence of wide, well-organized and sensitive markets, and 
we have already had occasion to remark that there were often astonishing 
variations in prices even in adjoining villages. 

§19. Towns under the old economic order.®- It is probable that the percent- 
age of population living in towns at the beginning of the last century was 
about the same as in a number of European countries, for example France 
and Russia. It must also be remembered that the industrial population 
in India was then largely distributed in villages and probably a very much 

1 ct. Martin I.eakc, The Foundations of Indian Agriculture, p. 130. 

2I?or our account of towns we have largely drawn on; Gadgil, op. cit. 
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larger percentage ol the populatjion than at present was dependent upon 
rural and urban industries. 

The origin and prosperity of most of the old Inclian toxvns may be 
traced to the three following reasons ; (i) They were places of pilgrimage 
or sacred places of some sort like Allaliabad, Benares, Gaya, Nasik, Puri ; 
or (ii) they were the^ seats of a court or the capital of a province like 
Delhi, Lucknow, Lahore. Poona, ,Tanjore, Arcot ; or (iii) they were con)- 
mercial depots, owing their existence to their favourable position along 
trade routes, such as Mirzapur, Bangalore, Hiibli, etc. 

Gf these, the sacred places and capital towns were piore important than 
the commercial totvns. In the holy towns, sucli as Benares, there prospered 
brass, copperware and bell-metal industries turning out sacred utensils 
and vessels for which there was a steady cleipand from the pilgrims. The 
court towns also were by no means negligible. They nvere numerous and 
arose not only in connexion wdtir the imperial courts, but also with those 
of petty chieftains or nabobs. Their prosperity obviously depended upon 
that of the patronizing court, and they decayed with its removal or col- 
lapse, as in the case of old Deccan capitals now in ruins, such as Deogiri, 
Paithan, Bijapur and Vijayanagar. In this class of towns, luxury indus- 
tries predominated ; for example, fine textiles, embroideries, gold an^l 
silver work, ivory and many other aitistic handicrafts tvhich then had 
attained the pinnacle of their glory and called forth the admiration of all 
lovers of art. The trading towms owed their importance to their advanta- 
geous position along trade routes and rose from their humble origin as 
cross-road villages. However, since the internal as also the external trade 
of India during this period was not very large, the importance of this 
class of towns was restricted ; but their position was more stable than that 
of those dependent*upon the prosperity of courts. 

I’he main features of town life even then were naturally different from' 
those of life jn the village communities. They had larger populations, which 
depended on the imported supplies of corn from the neighboui'ing villages. 
They displayed a greater variety of trades and occupations, and possessed 
a better organization of industry and wider markets. I'hey were char- 
acterized by a greater frequency of cash payments and enjoyed larger free- 
dom. in consumption and more efficient organization of credit. From very 
early times the collection of goods and their subsequent distribution by 
sale had reached a high degree of development in India. The use of in- 
digenous credit instruments such as hundis or bills of exchange drawn 
by one banker or trader upon another, ' implied a considerable organiza- 
tion for trade purposes, and we know that money was thus transferred 
with facility from one account to another all over India. The great com- 
mercial houses, of course, dealt not only in money but also in wares ; for 
instance, in Mirzapur and Benares there were dealers who collected goods 
and distributed them over a very; considerable area. 

§20. Indian industries in the past.— It is sometimes said that India has never 
been an industrial country and that nature has destined her to be an agri- 
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cultural country. If by this statement jt is meant that agriculture has 
always been an important industry in India, this need not be disputed. 
Further, if it is mbant that India has not been an industrial country 
in the modern sbnse of the term, this also may be conceded, though it is 
necessary to obserwe that even England and the other highly industrialize.'! 
countries of today were, until recently, in the samq position as India at 
the present time. If it is, however,, implied that there were never any 
considerable industries in India apart from agriculture, it is easy to dis- 
prove such a statement by an appeal to her past history. As the Industrial 
Commission (1918) pbserved : ‘At a time when the west of Europe, the 
birthplace of the modern industrial system, was inhabited by uncivilized 
tribes, India was famous for the wealth of her rulers and for the high 
artistic skill of her craftsmen. And even at a much later period, when the 
merchant adventurers from the West made their first appearance in India, 
the industrial development of this country was, at any rate, not inferior 
to that of the more advanced European nations.’^ ‘The skill of the 
Ihdian,’ says Professor Weber, ‘in the production of delicate woven fab- 
rics, in the mixing of colours, the working of metals and precious, stones 
and in all manner of technical arts has from very early times enjoyed a 
■vyorld-wlde celebrity.’^ Egyptian mummies dating from 2000 b.c. have been 
found wrapped in Indian muslin of the finest quality. Rome consumed 
Indian manufactures on a large scale and the Dacca muslins were known 
to the Greeks as the Gangetika. The iron industry also had attained a 
high level of progress as shown by the famous cast-iron pillar near Delhi. 
Thus industry ' not only supplied all local wants but also enabled India 
to expoM its finished products to foreign countries’.® India was likewise 
famous for her silk manufactures, her woollen shawls, boxes of sandalwood 
and cutlery. Many a foreign traveller has paid glowing tributes to her 
flourishing arts and industries. The successive waves of foreign conquest 
which commenced from the eleventh century must have greatly hampered 
the development of Indian industries for some time. The return of stable 
conditions, however, especiafly under Akbar, seems to have fully revived 
them. Indian cotton goods as well as silk goods were then exported in 
substantial quantities to Persia, Syria and Arabia. It was this trade and 
prosperity that attracted the European traders to India. Their rivalry 
to secure a footing in India at that time was occa.sioncd not by the raw 
materials of the country but by the value and variety of her manufactures 
and crafts. It ivas the fine linens arid calicoes, the jewels and the ein- 
broideries, woollen and silk manufactures, that supplied the basis for the 
lucrative trade of the East India Company.'* 

The urban industry of India at the beginning of the last century con- 

llndustrlal Commission Report, p. t. . . 

3 ibid., Minute of Dissent, p. 295. 

3 Ranade, Essays on Indian Economics, p. 171. 

^.See Malaviya’s Minute of Dissent, Industrial Commission Report, pp. 296-7. 
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•sistetl chiefly o£ handicrafts prodjicing fine textiles and other luxury goods 
for the aristocracy. It was far better organized than rural industi 7 and 
WHS the first to be exposed to the full blast of foreign competition. The 
cliief industry was the textile handicrafts, and among 'them the cotton 
industry was easily the first and was to be found all over India. As R. C. 
Dutt observes, ‘ weaving was tire national industry of the people and 
sjnnning was the pursuit of inyUoiis of women’. The more important 
centres of the cotton industry were Dacca, Lucknow, Ahmedabad, 
Nagpur and Madura. The most famous woollen products were the Kash- 
mir shawls— not, however, confined to Kashmir, bpt also produced in 
several towns of the Punjab. Then there were the metal industries turn- 
ing out brass, copper and bell-metal wares, the chief centres for which 
were Benares, Nasik, Poona, Ahmedabad, ’Wiz^gapatam and Tanjore ; these 
industries were, however, spread all over India. Arms and shields were 
manufactured in the Punjab and Sind. The towns of Rajputana specialized 
in all kinds of artistic work like enamelled jewellery, stone carving, etc. 
There were also other crafts like gold and silver thread work, marble 
work, sandalwood work, glass and ornamental ring making, tanning and 
leather work, paper and parfumery making. t The shipbuilding industry 
was, a hundred and fifty years ago, in a sufficiently prosperous eonditiop 
to excite the jealousy of English shipping interests and was favoured by 
the differential advantage enjoyed by India of large supplies of good 
timber, which was an important consideration before the days of iron- 
built steamships. 

vi'The urban handicrafts were organized into trade guilds upon a caste 
basis pursuing hereditary occupations. These guilds served as mutual help 
societies, governed membership conditions and quality of work. There 
was a good deal of division of labour and some degree of localization of 
industry as illustrated above, though every important city had its full 
equipment of the different handicrafts. Thus the urban industry was better 
organized than the rural non-agricultural indu.stry. As in the case of handi- 
crafts everywhere, the independent craftsman »was not a big capitalist. Pie 
generally worked to order, the materials being usually f>rovided by his 
customers. The artisan, living as he did under the clornestic system of 
industry, was able without effort to learn the secrets of his occupation 
from his father and enjoyed the advantage of an assured position owing 
to the system of hereditary family trades. There can be no question that 
the position of the artisan was more prosperous than at present, on account 
of the assured demand for his wares. However, it is easy to paint too rosy 
a picture of his' economic position. For example, the weaver was not 
generally able to reap the whole benefit from the keen demand for his 
wares, A good deal of this benefit was intercepted by the middleman 
einjff oyer who advanced money to the weaver and had often the ability, 
as he sometimes had the will, to exploit him. 

1 See Gadgil, op. cit., pp. S3-7. 
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§21. Causes of the decay of Indian industties and progressive rutalization.— 
The decline of the handicrafts, though in some cases it began as early as 
the end of the eighteenth century, became very marked about the middle 
of the nineteenth century and it can be attributed to the following causes ; 

(i) The disappearance of the indigenous cottrfj.— The disappearance 
of the patronage of the courts and of the nobility meant the cessation of 
the main demand for the product^ of the handicrafts and hence their 
decline. For instance, the prosperity of the cotton and silk manufactures 
of Bengal had largely depended on the existence of the great Mogul 
Empire with courts at Agra, Delhi and Lahore ; and with the break-up 
of that Empire, which commenced after the death of Aufangzeb, the 
Bengal manufactures naturally began to dwindle. The disappearance of 
the patronage of the courts and of the nobility was considerably accelerated 
by the extension of Jiritish power and hastened the decay of the industries 
that depended upon it, for example at Lucknow and Tanjore. 

(ii) The operation of adverse foreign influencesA— The introduction 
of British rule indirectly weakened the power of the guilds and other 
bodies which regulated the trade and .supervised the quality of the 
materials used. The disarming of the populstion and the establishment 
of peace .unfavourably reacted on industries turning out anus and weapons. 
'The European official, tire foreign tourist and the newly educated pro- 
fessional class of Indians were the natural successors of the people whose 
patronage had kept up the handicrafts. Although the European in India 
naturally preferred goods imported from Europe, there was nevertheless 
a certain amount of European demand for these handicrafts, which helped 
to arrest their decay. But the introduction of new forms and patterns to 
suit European taste and the increasing demand for cheap goods pre- 
judicially affected the quality and workmanship of Indilan handicrafts. The 
educated professional class as a whole turned its back on the indigenous 
crafts, being influenced by the standards of the ruling race, and took 
more kindly to imported goods in preference to indigenous goods. Thus, 
the gap caused by the disappearance of the old patronage of the courts 
was only partially filled up under the new order of things. 

(iii) The policy of the East India Company and the British Parlia- 
ment.— The commercial instincts of the East India Company led it at first 
to encoitrage Indian industries, by financing them and otherwise, as its 
export trade was largely drawn from them. But this policy met with 
deterrainecl opposition from vested interests in England which made use 
of their influence in Parliament to force the Company to concentrate 
on the export from India of raw materials necessary for the English manu- 
factures.- The opposition in England to the East India Company’s trade 
betweeir England and India was, at the end of the seventeenth century, 
also occasioned by the drain of specie to India which that trade involved. 
In the first half of the eighteenth century, England used the tariff against 

1 Sec Gadgil, op. dt., pp. 40-4. ^ tndtistrial Commission Report, p. 7!), 
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India with the double purpose of protecting her tvoollen and silk many- 
fataures anti of raising additional, money to meet the cost of the continen- 
tal wars. From 1700 to 1824 the use of dyed Indian calicoes was prohibited 
in England by law which, however, left untouched plain muslins and 
calicoes, and also all kinds of silk and cotton goods meant for re-export 
to the Continent. As R. Ck Dutt observes ; ‘ India in the eighteenth cen- 
tury was a great manufacturing ^as xyell as a great agricultural country, 
and the Indian handlooins supplied the markets of Asia and Europe. 
The East India Company and the British Parliament, following the selfish 
conmicrcial policy of a hundred years ago, discouraged Indian manu- 
factures in the. early years of British rule in order to encourage the rising 
manufactures of England. Their fixed policy, pursued during the last 
decade Of the eighteenth centui 7 and the first decades of the nineteenth, 
was to make India subsendent to the industries of Great Britain, and to 
make the Indian people grow raw produce only, in order to supply 
material for the looms and manufactories of Great Britain. This policy 
was pursued with unwavering resolution and fatal success ; orders were 
sent out to force Indian artisans to woi'k in the Company’s factories ; cora- 
merciar residents were legalfy vested with extensive powers over villages 
and cominunitie.s of Indian weavers ; prohibitive tariffs excluded' Indian 
silks and cotton goods from England ; English goods were admitted in 
India free of duty or on payment of a nominal duty.'i Duties ranging 
from, 30 to 80 per cent, and in some cases prohibition of Indian imports, 
could not have failed to injure Indian exports to England to some extent.^ 
What was more serious was the competition of English goods in India and 
the world markets.** ‘ Had not such heavy duties and the prohibitory decrees 
existed, the mills of Paisley and Manchester would have been stopped in 
their outset and would have scarcely been set in motion, even by the 
power of steam. They were created by the sacrifice of Indian manu- 
factures. . . . The British manufacturer employed the arm of political 
injustice to keep efinvn a competitor with whom he could not have con- 
tended on equal terms.’* England was now .producing cotton goods for 
which India afforded an excellent market, and did not scruple to use her 
political power for the purpose of exploiting this market. ‘ The British 

IR. C. X>im, Economic History of India under Early British Rule, pp. vii-viii. 

2 111 explaining the decline of the Indian cotton industry, however, the influence of 
proteetioni-st mea.sure.s taken in England to keep out Indian goods Ls generally exag- 
gerated. The English market was only a tiny bit of the great export market for Indian 
cotton goods ‘which ranged from .Tapan and China to the Spice Islands— Burma, Pegu, 
Persia, Arabia, Weal Africa and Europe outside England ’.—Knowles, The Economic 
Development of the British Overseas Enipirei p. 310 . 

S See C. J. Ilaniilton, Trade Relations between England and India, p. IfiS. 

•lit has been lu-gcd that England’s manufactures would have developed even with- 
out protection against Indian goods owing to the overwhelming advantage of machin- 
ery. Rut H. H. Wilson’s point, as quoted above, is that if England had felt as much 
toncerned about India’s interests as about her own she would not have forced a jiolicy 
of free trade on India while adopting protection for herself. 
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CoveniiTient v.’as not likely to treat a distant community that had come 
under its power more unselfishly than it had treated the British colonics 
in America.’^ The prohibitive duties which England had levied against 
Indian goods imjmrted for home consumption v/ere removed only about 
the middle of the nineteenth century when, however, the unrestricted 
competition of British manufactures in the Indian, and outside markets 
had already crippled the indigenous industries of India. 

(iv) Competition of machine-tnade good.?.— By far the most import- 
ant reason for the depression of Indian textile and other manufactures of 
this period was the , Industrial Revolution in England. In any case, the 
Indian domestic and cottage handicrafts could not possibly have with- 
stood foreign competition, which derived its strength from the formid- 
able industrial organization .jvith its gigantic machinery, large-scale pro- 
duction, complex division of labour and improved transport and com- 
munications. ‘ The invention of the power-loom in Europe ’, as Dutt writes, 
‘ completed the decline of Indian industries.’ The shipbuilding industiy 
of India followed suit and Indian ships were displaced by the British 
mercantile marine, partly as a result of the adverse policy of the. Court 
of Directors towards Indian shipping adoptech in response to agitation in 
l^nglanc!.' The same story may be recounted of other Indian industries 
such as iron-smelting and glass and paper manufactures. The revolution 
in transport in India caused by the rapid construction of roads and, 
especially, railways, after the time of Lord Dalhousie, opened out many 
parts of the country to imported goods even in the remote interior, and 
thus intensified the force of competition.^ Roads, telegraphs, railways, the 
construction of the Suez Canal, the drop in steamer freights, especially 
after 1830, reduction of transport costs for the export of English manu- 
factures— all these factors added to the difficulties ancl hastened the ruin 
of the Indian artisan.^ The construction of railways in India was too 
rapid to allow the artisans to adapt themselves to the new circumstances 
and find for themselves other profitable drannels of employment. Being 
taken unatvarcs and left ter their own resources, they abandoned their 
traditional occupations in thousands in favour of agriculture, thus in- 
creasing the pressure on the land. If railway construction had been slower 
and the change had been more gradual, greater powers of resistance might 
have been shown by Indian industries, the resort to agriculture might 
not have been so wholesale in character, alternative avenues of employ- 
ment would have been .sought out and utilized in greater measure, and 
the hardships attendant on the transitional period would have been mini- 
mized. The revolution produced, hoivever, was too sudden to permit any 
such adjustment.'! 

ij. L. and B. Ilammond, op, cit,, p. 183. 2 See vol, II, ch, v, 

tv .See A. Ghatterton, Industrial Evolution in India, p. 20. 

'i See A. Loveday, Indian Eamines, p. 107. Another factor which contrifiuted to tlie 
decline o£ the hundicraits was the adverse incidence on the artisan of the heavy and 
oppres-sivc transit dinic,s in India. These duties were abolished in , 1844. 
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(v) The laissez-faire policy ]of the Indian Gove7-nment.-~The Govern- 
ment not on]y did not lend a helping hand to the struggling handicrafts 
but sometimes went out of tlieir way to give direct Assistance to English 
manufactitrers in exploiting the Indian market. The railways carried the 
products of English manufacturers everywhere in the country, replacing 
home-made by Eoreigp goods and encouraging the export of raw materials. 
The foreign trade ol the country, expanded at the sacrifice of the domestic 
trade, and an unhealthy and one-sided development of the countiy’s 
resources was the consequence. As Ranade says ; ‘ The great Indian 
dependency^, of England has during this (nineteenth) century come to 
supply the place of the old colonies. This dependency has come to be 
regarded as a plantation, growing raw produce to be shipped by the 
British agents in British ships, to be worked into manufactured articles 
by British skill and capital, and to be re-exported to this dependency fay 
British merchants to their corresponding British firms in India and else- 
where. The development of steam-power and mechanical skill joined with 
increased facilities of communication, have but lent strength to this 
tendeqey of the times and, as one result of the change, the gradual ruraliza- 
tion of this great dependeiffcy, and the rapid decadence of native manu- 
facturing trade became distinctly marked.’^ The Indian consuiher m<iy 
have gained somewhat by cheaper foreign goods, but the concentration 
on agriculture of labour displaced from the indigenous handicrafts has, 
it may be contended, increased the cost of famine relief and hence the 
burden on the consumer in his capacity as taxpayer. 

§22. Industrial Revolution in England and in India : a contrast.— It is true 
that in England also the transition from the old to the new order of 
things established by the Industrial Revolution was attended by much 
dislocation and inWved considei’able suffering to handicraftsmen. It is 
also time that the Government of England showed an equal indifference 
to the fate .of the displaced weavers and other artisans, and state action, 
so far as it was positive, w.as intended to smooth the way for tire new 
capitalist manufacturers and not to minimize the suffering of the handi- 
craftsmen. But the displaced labour was quickly absorbed by the new 
manufactures after a brief period of sharp agony ; instead of increased 
riualization there was a. tremendous movement totvards increased ur- 
banization, and the demand for labour in the new industries was so 
immense that the countryside was practically depopulated in order to meet 
it ; and as a result of the Industrial Revolution, England entered on an era 
of unexampled prosperity and power. In all these respects the change in 
India tvas followed by altogether different results. The Industrial Revolu- 
tion in India was the result of forces generated outside, and the machine- 
matie goods with which the artisans had to compete were for a long time 
those that were turned out not in Indian but in European factories,® The 

lop. dl:., pp. 106-7. 

a In India the economic revolution affected transport almost exclusively and its most 
important outcome was a vast increase oE internal and foreign trade. It was not accom- 
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disengaged industrial population had perforce to fall back on the land 
failing new large-scale industries in the country itself, and the rural char- 
acter of the country’ became accentuated. The artisan in his new role of 
cultivator found ' himself economically in a decidedly worse plight than 
befoie, whereas in England his confrere often strengtiiencd his financial 
position by profitable employment in the new factories. As to the effect 
of the economic transition on the gounfry as a whole, in spite of the 
advance in agriculture, irrigation and transport, it is still a debatable 
question whether during the last hundred years or so the national dividend 
has increased to an ^ippreciable extent.^ 

The growing ruralization of the country referred to above is reflected 
in the census statistics relating to the percentage of people dependept on 
agriculture. As early as 1880,, the Famine Commission of that year’ found 
that the numbers who turned to the soil for subsistence were far in excess 
of those needed for its thorough cultivation, and this tendency has since 
been gathering additional momentum. The pressure on the land has 
increased in all the provinces (in the Punjab perhaps, the position has 
not changed much). Taking India as a whole, the census of 1891 retiirned 
the percentage of the agricultural to the total* population as 61, In 1901, 
it,rose td*65.2 ; in 1911, to 69.8; and in 1921, to 70.9. Even if we ignore 
the census of 1891 on the ground of changes in classification since that 
date, the subsequent censuses leave us in no doubt as regards the move- 
ment from industry to agriculture. The apparent decline in the percent- 
age of the agricultural population (workers) in 1931 was probably due to 
a number of women supported by agriculture being wrongly returned as 
domestic servants. The corresponding figures for 19-11 are not available. 
It is true that the census statistics cannot be taken as absolutely reliable 
as they cannot distinguish clearly between subsidiary "and main occupa- 
tions, and a great many of the cottage industries are carried on as occupa- 
tions subsidiary to agriculture. But this ejiement of inaccufacy being 
equally present in all the censuses, the figures at the different censuses may 
be used for comparative purposes. • 

Large-scale industry on modern lines has, however, already made some 
progress in the countiy,- and the Governments both of Pakistan and the 
Indian Union being committed to a policy of rapid industrialization, the 
jjrogress in thi.s respect ought to be more satisfactory hereafter, remedy- 
ing the excessive ruralization which filled Ranade with misgiving and 
alarm. Greater development of the manufacturing industries in the 
countiy itself would obviously increase the difficulty of the artisans’ irosi- 
tion, and one of the questions which we shall have to exEuninc at a later 

panied by any considerable change in the niethods of production whether in agricul- 
ture or in industry. , , 

iScc vol. II, ch. iv. 

2 A striking contrast is offered by the fact that ‘key’ industries like iron and steel 
and engineering industries, which were the very foundation of the industrial revolution 
in England, were until recently neglected in India. 



116 


INDIAN ECONOMICS 


stage v.’ill be whether cottage iigdustries, which have shown greater resist- 
ance than in England, are doomed, to extinction or whether their con- 
timietl existence and prosperity are compatible with industriali/ation in 
the modern sense of the term. 

gS.-l. The village in transition.— The organization of the village comnninity 
and its economic lifp described already arc undergoing a transformation 
:i.s a result of the new forces calIed,into existence by administrative cen- 
tralization, the growth of individttalfsm due to the impact of Western 
civilization, and the revolution in transport and communications. 

,■ (i) Administrative centralization.— ’ Hhe Indian ^villages formerly i^os- 

sessed a large degree of local autonomy, since the native dynasties and 
their Jocal representatives did not, as a rule, concern themselves with the 
individual cultivators, but regarded die vilhige as a whole or some large 
landowner as responsible for the payment of Government revenues and 
the maintenance of local order. This local autonomy has now disappeared 
owing to the establishment of local civil and criminal courts, the present 
revenue and police organization, and the operation of the individual ryot- 
w'ari gystem which is extending even in northern India.’i The British 
policy of administrative centralization, which was made possible by the 
establishment of a strong stable government and by easy commfinication 
and transport, and which was adopted in opposition to the recommenda- 
tions of Eiphinstone in Bombay and Munro in Madras, who were anxious 
to preserve the village community in health and vigour, paralysed the 
incentives to village autonomy, and the brand-new creations such as the 
district and taluka boards have proved very indifferent substitutes for the 
restricted, but more effective, self-government of the village. 

(ii) Growth of individualism.— Another factor which has contributed 
to the disintegratfon of the village community has been the growth o£ 
individualism. In modern times, individual legal rights have grown in all 
directions and have strengthened the position of the individual at the 
cost of corporate life. Such a tendency has manifested itself in India, and 
is one oE'the strongest present-day forces making for the disrujation of the 
old fabric of Indian society based on corporate rather than Individual 
rights. Corporate, feelipg in the Indian village has thus been considerably 
weakened, although it is not altogether dead yet. The village has still 
sufficient vitality to be regarded, as the primary unit of administration, 
and the old village dignitaries such as the headman and the accountant 
are indispensable links between the village and the Government. More- 
over, the prospeet of the revival of village .self-government and corporate 
life has been somewhat brightened by tire influence of the co-operative 
movement and the growing realization of the value and importance of 
the village panchayats. The Montagu-Ghelmsford Report gave the needed 
impulse to a movement whicli had already received the blessings of the 
Decentralization Commission, of 1909... It it not easy to pour new wdne 

z Report of the JOecentralization Commission (1909). 
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into old bottles without cracking diem, gtnd die task of reviving village 
self-goveninient is one bristling with difficulties relating to finance, 
personnel and the iihfortunate break of over a hundred years in the tradi- 
tion of village self-government. In spite of the great difficulties, however, 
the ideal of village autonomy is worth pursuing, and the obstacles in its 
path will vanish in the course of time with the economic betterment of 
rural India, the spread of education and the general enlightenment of 
the people. It is essential, hoivever, that the idea of village self-government 
should be pursued as part of a comprehensive scheme of rural recon- 
struction. , 

(iii) Revolution in drnw/iorf.— Lastly, the revolution in transport, 
effected by the construction of a network of raihvays and roads singe the 
middle of the nineteenth cergtury, has broken down the isolation of the 
village and brought wital changes in its train. 

§24. Features of the village in transition.— (i) The mdst important feature 
is the destruction of the sq|f-f!ulficing character of the village. The village 
now imports from outside cloth, kerosene oil, aluminium tvarc, sugar, tea, 
matches, umbrelhcs, scissors, bangles, mirrors, drugs, sewing machines, etc. 
This increasing dependence of the village on <110 outside ivorld has been 
lai'gely Helped by the changes in the standard of living due to Western 
influences. The village has also begun to grow for the outside market and 
its increasing dependence on exchange with the outside world has initiated 
an economic revolution of a far-reaching character. 

(ii) The nature of the famine calamity has also been transfoi-mecl along 

with the break-up of the isolation of the village. The possibility of import- 
ing food from areas of plenty to make good tlie deficiency of local harvests 
has substituted famines of money for those of food as well as of money ; 
and famine no longer stands for acute suffering from Hunger on the part 
of large masses of the people, but merely involves scarcity prices and a 
temporary dislocation of employment and of agricultural oper^itions. The 
recent wartime examples of famine, notably in Bengal, must be regarded 
as exceptions due to the temporary breakdown of transport and .a corrupt 
and incompetent administration. Similarly, the opposite fear of agricul- 
tural ruin by plenty and low prices in years of bumper harvests is lessened 
on account of the extension of the size of the internal and international 
markets. At the same time, the old village grain-stores have practically 
disappeared^ because the village can now draw upon a much larger grain- 
.store co-extensive witli the whole country. . / 

(iii) Another striking change relates to the introduction of money 
economy. The growing frequency of exchanges with the outside world, 
which stands in marked contrast tvith its rarity in the old days, and the 
rise in agricultural prices are bringing money into the village, as also the 
remittances of those who go out of the village for employment. This 
increasing supply of money has led to its adoption as a normal medium 
of exchange, and payments in grain are now infrequent. Indeed, the 
substitution of money for barter, as we have seen, is a familiar index of the 
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transition tioni the old to the,.new economy and marks a stage in tlic 
advance o£ civiliration. Land revenue and other taxes, rents, interest on 
loans and wages are now largely paid in cash. Customary payments in 
grain i'o)' the scivices rendered by village artisans have not yet been com- 
pletely siijjplanted, but they are much less important now than in the 
old days. Cash payments are also needed for commodities imported by 
the village. „ . 

(iv) The village population is no longer stable and immobile, thanks 
to the railway and the economic necessity of supplementing rural incomes 
by earning^ in towns. There is no longer the oldr fixity of occupations 
and there is a certain weakening of the influence of caste and status. The 
numljers actually employed in factories, mines and the great public woi’ks 
may at any time be negligible in proportton to the total population, but 
owing to constant substitution, the numbers affected by modern influences 
are far greater. The 'breakdown of the isolation of the village is especially 
striking in the case of those villages tvhich are within easy reach of big 
urban centres. 

§25. Ttansition in village occupations— I. Transition in agriculture.— We may 
now proceed to study briefly the transition in village occupations, begin- 
ning with agriculture, the premier industry of the village, and passing 
on to the transition in the village crafts. 

There has been no fundamental change in the organization of the 
agricultural industry. Cultivation on a small scale by small farmers work- 
ing with their own capital and labour is still the normal arrangement. 
If anything, the growing ruralization of the country and the increased 
subdivision of land have considerably increased the number of small 
cultivators. Similarly, the old immemorial agricultural methods and tech- 
nique still remain largely unaffected, the success of the Agricultural and 
Co-operative Departments in introducing improved methods and imple- 
ments being- so far very limited in character. 

/ The transition in Indian agriculture has four important aspects, namely, 
(i) commercialization of agriculture, (ii) di.s|5osse.ssion of the ryots and the 
transfer of land from them to non-agriculturist moneylenders, (iii) in- 
creasing subdivision and fragmentation of holdings, and (iv) scarcity of 
rural labour. t 

(i) The commercialization of agriculture has been due mainly to 
inqjroved transport and better communications. The opening ,o£ the Suez 
Canal in *1869 in particular helped to establish wider and worldwide 
markets for agricultural products. 

The opening of the world markets and the consequent commercializa- 
tion of Indian agriculture were factors forced into prominence in the 
sixties of the last century owing to the American Civil War. The Ameri- 
can cotton supplies being cut off by that war, Lancashire had to fall back 
on other sources like Egypt and India. Tire I.ancashirc demand led to 

iFor a fuller treatment of the question see Gaclgil, op. eit., eh. xi. 
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a cotton boom which for a time put lar^e profits into the pockets of the 
cotton grower and the exporter. Further, the opening of extensive tracts 
for cultivation owirtg to the initiation of large irrigation works in the 
Punjab, the United Provinces and elsewhere has given an iinjjetus to 
the substitution of commercial for subsistence husbandry. Apart from 
transport and irrigation but connected with them, another factor res}5on- 
sible for the commercialization of agriculture has been the increasing use 
of money in the village and cash payments of taxes, rent, interest and 
wages. The necessity of cash payments is compelling the cultivator to sell 
a part of his produce, in many cases a very large part, immediately after 
the harvest, and he has often to buy back his own crop from’ the money- 
lender at prices higher than those at whicli he sells* 

I’liis new phase of agricultyral production has in a certain measure 
led to the specialiaation of different regions in particular crops ; ferr 
example, Bengal specializes in jute; Bombay and Berar in cotton; the 
Central Provinces in oil-seeds ; the Punjab in wheat, and so on. It has 
also led to an extension of the area under industrial and non-food crops 
like cotton, jute and oil-seeds. Further, there has arisen a special class 
of middlemen, wholesale dealers and expoitprs, for moving crops such 
as cottoftk, jute, wheat, etc. quickly to the ports and to inland distributing- 
centres. In Chapter VIII we shall see how far this commercialization of 
agriculture has really benefited the producer and the country as a whole 
and what improvement in the marketing of agricultural produce is 
necessary. 

**'.,(fi) The dispossession of the old peasants by the moneylender is one 
of the results of rural indebtedness which has been stimulated by the 
growth of individual rights in land, freedom of transfer, rise in land values, 
facile credit and the highly complicated civil law and procedure. We, 
shall discuss elsewhere the primary and .secondary causes of agrarian in- 
debtedness along with the various measures taken by the Government to 
check alienation of land in favour of the non-agricultui-al classes. 

r/ (iii) The increasing suhdjyjsion and fractionalization of I\oklings, so 
highly detrimental to inijrroved agriculture, has been due to the growing 
pressure of the population on land operating through the laws of inherit- 
ance and succession.^ 

(iv) The scarcity of agricultural labour of which Complaints have be- 
come common in many villages is particularly felt at harvest time when 
the extra labour of the small cultivator and his family is not available: 
and it has been attributed to an increase in the area under cultivation, 
the gro-evth of city industry and the tendency on the part of substantial 
fanners, wdio have especially benefited from a rise in prices, not to work 
their liedds themselves but employ hired labour.® 

II. Transition in the village crafts.—We may now turn to examine the 
change in the position ol the rural artisan. On the whole, the change 
iSee di. vii. ^ 

2 See G. F. Kcatinge, Progress of Agriculture in Wester^ India, pp. 144-6. 
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here has not been rcvolutionaiy. ‘ The carpenter, the blaeksHiith, the 
washerman, the barber-surgeon, the potter, etc., still exist as villagt; scrvaiils 
with reeognii!:ed duties and remuneration’, receiviilg their eustotnary 
dues. But ciestoinary duties now play a less important part than they did 
in the i)a.st and the village artisan of today is more x'eady to migrate in 
search of Itctter caniipg.s elsewhere. Easy and cheap transport, Ijy i'acilitat- 
ing imports from abroad, has made it all the less necessary lor the village 
to provide for the satisfaction of all its needs locally. I'he continuous 
presence of all the artisans in the village is therefore no longer rctparetl, 
Payment of the artisan by tlie job rather than for the year is becoming 
more common, though the transition in this as in other respects is yet 
incomplete. The same factor is also responsible for the partial concentra- 
tion of certain artisans like the weaver and^the goldsmith in the larger 
towns and villages. The village artisan has also been 'adversely hit by the 
competition of the niass-production of the factories, foreign and Indian, 
and some village industries have already collapsed as a result of this un- 
equal competition. 

The ^various village artisans have been affected, however, in different 
ways by the transition. Hsnd-spinning, as in the case of the English 
industrial revolution, has been the worst sufferer, and tin; old ffjjinning- 
wheei in every cottage has now been for the most part silenced. The 
village dyer has also suffered on account of the import of aniline dyes 
and the use of dyed mill-made yarn. The weaver has suffered, not only 
because of the competition of machine-made goods with which the Indian 
market was Hooded, but also to some extent because foreign Asiatic 
markets such as Java and Persia, which were formerly sin)plied from India, 
now came to be supplied from England. I-Iand-wcaving, however, is by 
no means extinct in India. It is computed that there are still about two 
to three million hand-looms at work in India and about six million hand- 
loom weaver;Si and that their annual gross earnings must amount approxi- 
mately to lls. 50 crores.^ The increasing use of iron ploughs, crush- 
ers and other improved implements has prejutiidally affected the ]:)Osition 
of the blacksmith and the carpenter, as the growing use of enamelled 
ware and of copper and brass utensils has rendered the potter largely 
superfluous. The lot of the village tanner has become hai'd on account 
of the rise in world-prices of raw hides and .skins, which are annually 
exported in large quantities from India, and ' the increasing ynports of 
ready-made •tanned hides. The village oilman has also been hit liard by 
the increasing use of kerosene oil in the village, export of oil-seeds and 
the growth of an oil-pressing industry in towns. Where the village industry 
has suffered a setback and depression, there has been a tendency for the 
displaced artisan to join the ranks of the day-labourers in the village itself 
or to migrate to towns in search of better employment. As a general rule, 

1 .See IndiKtrial Commission Report, par. 256, and M. C, Matlieson, Indian Industry, 
aijpcndix iv. 
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the anisaiis have given up their hereditary occupation only n-hen lorccd 
to do so, tliough in some cases they have foreseen the ruin that was over- 
taking tlnan and abandoned their occupation without waiting for their 
position to become absolutely desperate. 

As regards those artisans who still continue to ply their ancestral crafts, 
there has been little change in their condition, except that some of them 
have adapted their trade in some njeasxjre to the changed conditions of 
production. For example, the weaver notv mostly uses mill-made yam, 
and in some cases the lly-shuttle, as in Madras ; the smith imports ready- 
made iron and tin sheets; the carpenter makes use of improved imple- 
ments ; and the tailor uses the sewing-machine. 

It is thus obvious that not all the artisans in the village have been equally 
affected. Those that have bgpn able to concentrate in the larger villages 
or to migrate to towns have improved their position— for example the 
carpenter and the blacksmith, for whom there is a’ growing demand in 
the engineering workshop, building and furniture industries in the towns. 
Those, however, that could not leave the village and had no other alterna- 
tive suffered and have had to take to ordinary agricultural labour. 

The foregoing .survey of the transition in tkie village handicralts f show,s 
tirat rural industry is on the wdiolc decaying. Large numbers of artisans 
have degenerated into mere wage-earners. A fortunate few have improved 
their position by migrating to towns. Some have become farmers, while 
those that have had to stick to their hereditaiy position arc generally in 
a desperate plight and they are the first to flock to the public relief works 
in times of famine and distress. 

§26. Transition from status and custom to contract and competition.— We 
have already discussed, in the chapter on Social and Religious Institutions, 
the extent to which status, as regulated by the caste ahd the joint family 
sy.stera, still operates in India, and it has been shown there that Indian 
society is in a condition of flux and transition, and is gradually a,ssiiming 
a new character. Custom, for example, as a regulator of wages, rent and 
prices is being steadily supplanted by competition, more pardcnlarly in 
urban areas. The spread of Western civilization, the introduction and the 
extension of money economy and the development of communications arc 
rapidly weakening the force of custom, and competition is becoming the 
predominant force everyn’here. It is true that even in the most advanced 
communiti^es competition "is to some extent mitigated by custom. But 
though not entirely absent, the influence of custom is negligible in west- 
ern Europe. In India, it is more powerful, though it is important to note 
that the drift of events is unmistakably towards the supeFsession of custom 
by competition and in general towards a gradual approximation to 
Western conditions. 

./ (i) Competition and re?7.t.— The growth of population, the ruraliza- 
tion of the country, the practical absence of other outlets, th e higl i prices 


For a 


tlelailetl account see Gaclgil, op. cit., cli, xii. 
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of comiocuxial crops like jute, cotton, wheat, oil-seeds, etc., the traditional 
.sentiinem in favour of land, and the establishment of peace and order 
togetJier ivitJi the introduction of cash rents, have all '■extended the range 
of competition in determining rent. In some cases, the tendency towards 
rack-renting the tenants on the part of landlords has had to be checked 
by the passing of Tc^nancy Acts, as in Bengal, Madra.s, the United Pro- 
vince.s, the Central Provinces, etc.;,, so as to secure for the tenants the enjoy- 
juent of rights already conferred upon them fay custom, and to prevent 
arbitrary increases in rent or eviction. 

(ii) Competition and wages.-~At the present tiiiKj in India, especially 
in the towns, wages may be regarded as governed more by competition 
than by custom, although competition even in this sphere is trot so power- 
ful a force as in Western countries. The# response of wages to changes 
in demand and supply is not so quick as in the West, and so the wage 
level, while it varies' in different parts of the country, is comparatively 
stable. Competition now affects the rate of wages in villages also, as a 
result of various forces such as the increased demand for labour in town.s,, 
the greater mobility of labour due to better means of transport, and the 
introduction of cash wages.* The customary I'cmuneration of the village 
artisan, as has already been shown, is becoming less important, especially 
in the case of such artisans as the village blacksmith and the carpenter 
who can easily find employment in the towns. The wages of farm labour- 
ers are also largely governed by competition, particularly where there is 
a scarcity of agricultural labour. The nearest approach to purely com- 
petitive wages is attained in the towns under the influence of an ever- 
increasing demand for labour. 

(iii) Competition and ^rices.—Prices in rui'al areas are being increa.s- 
ingly determined Ify competition as regulated by the relations between 
demand and supply. In consequence of improved communications, 
changes in prices in one part of the country nowadays (juickly affect those 
in other parts, and the linking up of the country with the world’s markets 
has considerably enlai-gcd the scope of competition in determining prices. 
It is obvious, however, that prices in rural areas are bound to be more 
sluggish than in urban areas owing to tlie greater conservatism and ignor- 
ance of the rural population. 

§27. Transition in industries.— We have already described transition in the 
indigenous industries of the c:oimti 7 , the causes of tlieir decline and the 
progTe.s,sive juralization of the country. 

The industrial position of India, as Ranade pointed out, had sunk 
lowest towards the middle of the seventies of the Last century, i but from 
that time onwards there has been very gradual but almost unimerrupted 

1 * '/’liiiigs wvi-c as bad .is they could be: about J>i70~!} ; since (heu the tide fnis (ainicd, 
and India has shown signs of revival which mark.s its first step in the transition irom 
a purely agricultural country into a partly manufacturing and trading country.’— op. 
.■•cit.'/p. m. 
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pvogrcss in large-scale industry. ‘ To thqse who look forward with hope 
to an industrial revolution in India, the bright side of the picture is not 
to bo sought in the '“village at all but in those manufacturing centres which 
have sprung into life in recent years and in which industry is organi/ed 
on a completely modern basis. It is to Bombay, Cawnpore and the banks 
<.)f the Hooghly that we must go to find labour comjentrated together and 
working under expert supervision. It is ifi such cities that capital has been 
freely spent on the erection of mills/and costly machinery, that ihe cconu- 
niics of large-scale production have been secured, and that Indian captains 
of industiy have arisen.'’^ The new form of industiy was fii'st established 
in the plantation industries such as those represented by the tea, colfee, 
indigo and jute estates, which were and have remained to this ,day in 
the hands of European planters.® This new development was favoured by 
the removal of restfSetions on European settlement and enterprise in India 
by the Chai'ter Act of 1833, and also by the abolition of slavery in the 
West Indies, which deprived the West Indies planter of the advantage 
of cheap labour.*' British business men were not slow to perceive the scope 
which the rich and varied supply of raw materials and the huge extent 
of the local market offered to mamdacturetf on modern lines, and thus 
justified* the prescience of Lord Dalhousie who foresaw the development. 
The flow of British capital and enterprise into India became especially 
pronounced after the middle of last century. 

The example of European business men evoked a corresponding en- 
thusiasm among the commerical classes of India, more especially in Bom- 
bay, which had the honour of giving a lead in this matter to other parts of 
India and winning for itself the position of being the industrial capital 
of India. Though the progress of large-scale industries has been slow, its 
definite establishment in the coimtiy may be regardetl as a partial set-off 
to the movement towards ruralization which Ranade deplored so much. 

Towards the middle of last century, the factory industry w^s introduced 
into India and the first outposts of the industrial revolution were planted 
in the country. Then were established two of the most importaMt of India’s 
present-day industries in Bombay and Bengal respectively. TIic cotton mill 
industry has from the first been financed and managed by Indian capital 
and enterprise, while the jute industiy has been dominated by European 
capit.al and enterprise. The industrial revolution spread to the mining 
industries, and then to various otirer industries such as cotton gins and 
presses, coal, manganese, gold and mica, steel and iron, rice-husking and 
grinding mills, oil mills, etc. Progress rvas at first very slow and confined 
to only a few jslaccs in the country, and it was only towards the end of 
last century that factory industry began to develop all over the country. 

1 Morison, op. dt., pp. 170-1. ■ 

2 For a very comprehensive account of the various plantation industrie.s see U. H. 
Hiiciianaii, Tht: Dcwlopment of Capilalist Enlerpristi in India, chaps, iii anti iv. 

3 Sec Knowles, op. cit., p. 306. 
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111 i.hc firsL decade of the present century, especially under the influence 
of the enthusiasm created by the swadeshi movement, many mineral and 
some miscellaneous industries came into prominencer These latei years 
also witnessed the spread in India of the use of small machines ami. small 
ciii^jua, and generally a tendency to make an increased nst oJ meelianical 
apjdiaiK.es was in evidence everywhere.^ The war of 1914-18 gave a tem- 
porary stimulus to Indian manufactijres, particularly to the cotton and 
jute mill, steel, iron and leather industries. The recent extension of large- 
scale itulustry due to the policy of ‘ discriminate protection ' will receive 
detailed notice in our discussion of the tariff policy of India. 

Two depressing features of this transition in Indian industries must 
be noticed. One was that the movement has been very slow and uneven, 
and the' other is that much of it was direetpd by foreign capital which 
consequently occupied a dominant position in Indian industry and ab- 
sorbetl a large portion of India’s newiy created wealth. The invasion of 
foreign capital and enterprise, while it stimulated industrial develop- 
ment, resulted in many cases in the premature exploitation of .such 
of the country’s resources as are not subject to the process of natural growth 
and recovery, and created r powerful vested interests often in sharp 
antagonism with the national point of view in political and economic 
matters. Among the causes which explain the slowness and the uneven 
character of our industrial development, the most prominent arc the in- 
adequacy and shyness of Indian capital (which sought investment in 
money-lending, land or commerce instead of in the new type of manu- 
factures); inadequate banking facilities ; uneven distribution of natural 
rcsource.s such a.s coal, the prevailing ignorance about them, ami their 
cotnparativcly undeveloped condition ; lack of technical education ; the 
relative ineflicieiicy bf our labour, skilled and unskilled ; the dearth of 
skilled labour and of captains of industry ; the undeveloped condition of 
such basic industries as steel and iron ; and finally the apathy of the 
Government and their failure to put forth a special effort to speed up 
development;. The present policy of protection and planning mark.s a 
welcome departure from the attitude of indifference to industrial ])rogre,ss 
wfrich long characterized British policy in India. 

1^28. Two tests of industrial progress.—In order to ascertain the extent of 
the industrial progress made, and of the economic transition effected by 
■Jnclia, two tests have been suggested, namely, (i) the statistics qf foreign 
trade, and (ii) the growth of towns. 

(i) Statistics of foreign n-ade bearing particularly on the proportion 
ol manufactured goods in the imports and exports may first lie discussed. 
As Morisou observes, ' both exports and imports have increa.sed largely 
ivith the growth of the country’s wealth and population, hut tfic export 
of manufactured articles has increased more largely than the export of 
raw materials, thus showing the local development of indu.strics. In the 

J For further hi.sloricai details see Gadgil, op. dt., chaps, iv, vi iind viii. 
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iiiqjori. track’, tlic tonclcncy is, as we should desire it to be, in the opposite 
direction ; the imjjort of raw materials has increased to a grcaler degree 
than ihat of nianiifuclnred goods,’ thus showing that the country has Irecn 
importing raw ’materials in large quantities to be manufactured in ihis 
country, Between 1879 and 1892, as Ranade himself poinied out, the 
mcport of luaunfactiired or partly manufactured gtrods rose (o Rs. 1(5.12 
croi'cs, .showing an increase of 2ir]ier cent. The rise in the export of raw 
jn'oduce from Rs. ,59.(5 to Rs. 85.(5 crores was not relatively .so higli, being 
only io per cent. On the other hand, manufactured imports ro.se from 
Rs. 25.9 to Rs. ‘5(5.2 , crores or by 39 per cent, while the imports of raw pro- 
duce almost doubled themselves from Rs. 13.76 to Rs. 26.38 crores or 91 
per cent. And on the strength of these figures, Ranade came to the con- 
clu.sion that the reverse motjement to ‘ the collapse of domestic industries 
and the gradual ruiitication of our occupations’ had made a promising 
beginning.’ Continuing the analysis on the same lines horn 1892 to 1907, 
Professor Rale has been able to show that ‘the import of manufactured 
goods nrse during this period by 9.3 per cent and of raw inaterial-s by 
127 per cent, while the export of manufactured goods rose by 139 j)er cent 
and of raw materials by only 57 per cent. The proportion of the imports 
pf manufactured goods to total imports which stood at (55 per cent in 
1879 and 57 per cent in 1892, dropped to 53 per cent in 1907, and, in the 
.same way, the proportion of manufactured exports which was only 8 per 
cent in 1879 and 16 per cent in 1892 rose to 22 in 1907,’^ and it may be 
pointed out here that under the stimulus given by the war of 1914-18, 
this proportion rose to 36 per cent in 1919. The war of 1939-4'5 im- 
parted a similar stimulus to the export of manufactured goods from India. 

The accuracy of these statistics has, however, been impugned by some 
critics, e.g. Lord Keynes, who contend that ‘ the figilres for the imports 
of manufactures in the official statistics are misleading and do not mean 
what they apparently imply ’, because this heading excludes, ^among other 
items, all imports of machinery and of metals and metal manufactures. 
Similarly, the calculations regarding the growth of imports of raw materials 
are misleading. On the export side, half-finished manufactured articles 
such as cotton yarn and tanned hides swell the total figure for exports 
of manufactures and give an exaggerated impression of the growth of 
indirstries and the pace at which it is proceeding. We shall revert to thi.s 
topic in our survey of the main features of India’s foreign trade. Here it 
is sufficient to say that the trade returns prove that the tendency towards 
industrial development is itself unquestionable and is growing with the 
passage of time. Indeed, there arc some who, like Dr Gilbert .Slater, are 
alarmed at the present rate of progress which, they believe, threatens to 
be too fast for social and economic stability and tends to outpace (he 
adoption of measures to prevent the evils of modern inclu,strialism. This 
view, however, is not generally held, the predomin.ant feeling being in 

lop. cit., p. Ml. 2See P. P. Villni, Economic Conditions in India, p. 31. 
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favour of raort; rapid industrialization ; for even today, about three-fourths 
of India’s imports consist of manufactured articles, while raw materials 
including fooflstulls bear about the same proportion to her total exjjortsd 

(ii) We shall now proceed to discuss the second testVhich has been 
suggested, namely, the grorvth of toxvns ^ The small number of tenrns and 
tlie iusignilitain proportion of the urban to the total population may I)e 
taken as an index of the industp-ial , backwardness of the country. Over 
a long period the proportion of the_^ urban to the total population has 
remained more or less unaltered. In England, on the other hand, the 
development of new industries brought about a rapid^, urbanization of the 
population, of whidr 78 per cent live in towns. From the point of view 
of the ^urbanization test, therefore, India has tremendous leeway to make 
up. 

^^29. Modem forces influencing the growth of towns.-*We shall now con- 
sider the dillerent forces acting on the growth of towns in modern India. 

(i) Railways and navigation have brought into existence new com- 
mercial centres and have int:rea.sed the importance of some of the old 
ones. In fact, one of the earliest results of British rule %vu.s the growth of 
the great mercantile centres, rand we may say that the British have played 
the role of town-buiklers in India. Bombay, Karachi, Madras, Galcuttaj 
Delhi, Lahore, Huhli and Bangalore .serve as illustrations of the new 
comriiercial towirs. 

(ii) The growfh of new iiulustries in the West has meant the crowd- 
ing of vast masses of population into mammotli towns and cities—a pheno- 
menon not without its counterpart in India. The leading industries of 
the country have contributed to the conversion of villages into towns and 
towns into cities. Bombay, Ahmcclabacl, .Sholapur and Hubli with their 
cotton mills, and C'awnpore with its woollen mills and leather factories 
arc all creations of the new industrial era and owe their size and a sub- 
stantial part of their importance to their respective staple industries. The 
rapid development of Jam.shcdpur since 1911, as a result of the expansion, 
of the Tatti, steel and iron entcrpri.se, is one of the romances of industrial 
achievement in India. The inlUience of industrial development on the 
growth of towns has not, however, been so powerful in India as in West- 
ern countries, This is shown by the fact that out of the existing 56 Indian 
cities containing more than a lakh of people, not less than 22 owe their 
importance, partly at any rate, to other than manufacturing or com- 
mercial activ,itie,s, and also by the fact, brought out by the census of 1911, 
that only 30 per cent of the inhabitants of these cities were occupied in 
industrial pursuit?. 

(in) Famines are among the causes which deplete the countryside and 
increase the volume of the urban, population. It may happen that part 
of ibis addition is permanently! absorbed by the occupations in lotvns, 


r See vol. II, ch. vJ. 
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though most of it is certainly lost owing to people returning to their 
villages after the advent of the rains. 

(iv) The rise of a class of landless labourers in Ute villages is the 
result of famines and the dispossession of the old peasant proprietors, and 
the transformation of the artisans into wage-earners. The existence of this 
class promotes iirhanization to some extent, for the landless labourer is 
often ready to migrate to the towns^ if he can find employment there. 

(v) The attractiofis of urban life have led wealthy landlords and 
other persons of substance to settle’ in towns. This incidentally encour- 
ages absentee landlordism. 

(vi) Administrative centralization has increased the urban import- 
ance of the taliika town in comparison with the village, of the district 
headejuarters in comparison with the taluka towns; and similarly in the 
case of divisional hoadquarlers, and provincial, central and state capitals. 

(vii) Facilities for secondary and highcr'tducation are practically con- 
fined to the bigger towns, and parents therefore often choose to live in 
them for the sake of the education of their children. 

§30. Influences making for the decline of towns.— Side by side with this 
increasing urbanization must be noticed the Jendency of tlie okleF towns 
to be dfipopulated. 

(i) Changes in regional values and diversion of trade routes have in 
many cases brought about the decline of towns which previously owed 
their prosperity to the command of river and road traflic, and now super- 
seded owing to railway extensions, e.g. Mirzapur on the Ganges, Patna, 
Saugor, etc. The engineer cannot always contrive that the raihvay line 
should pass by the old urban centres, so that being left alone away from 
the main line, some of them have naturally dwindled in importance. 

(if) The decay of urban handicrafts, following the disappearance of 
the old royal courts and the rise of the European competition, has brought 
about a decrease in the population in old Indian towns like Dacca, Miir- 
shidabad and Tanjorc. Even sacred towns like Gaya and ’Benares arc 
losing their importance aiuh population as a result of the fall, in the de- 
mand, on the part of the pilgrims, for the products of the old industries 
of these towns. 

(iii) Diseases like plague and cholera periodically turn urban areas 
into charnel houses and drive the population away to the open country. 
This movement is, however, only temporary in character and is reversed 
with the restoration of normal conditions of health in the towns. 

Taking into account the two opposite tendencies of the growth and 
decline of towns we reach the conclusion that they have so far just bal- 
anced each other, though in recent years the tendency to urbanization 
is .slightly gaining the upper hand. This stands in marked contrast with 
what happened in England during the period of the Industrial Revolu- 
tion. There the towns in the south decayed in a short time, but their 
loss was nothing in comparison with the rapid rise of vastly more popti- 
lons urban centres in the north. 
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‘Smkieii transition from local to international economy. ’—Prol'cssot's 
vVadia and jo.shi characterize the evolution, which wo have; de.sf:ri)5cd 
under the heading of Economic Transition, as a ‘sudden (rausiiiou from 
local to intornaiional economy What is apparently iheant to be con- 
veyed by this is that the village became suddenly linked with the outsidi: 
world : that international trade developed much fa.ster than internal i.r;ule 
and that, as it was entirely uncontrolled and unregulated, it led to a 
one-sided, and f)n the whole injurious, develojrment of the economic life 
cd the (ountry with the scales tipped heavily in favour of agriculture and 
against industry ; that this tlevelopnient was a part of^tlie general exploita- 
tion of the undeveloped tracts of the African and Asiatic continents 
at the hands of ihc leading powers of Europe; and that in permitting it 
the Govenimcnt of the country paid no attention to true national inter- 
ests. If it is thought accessary or useftil to put some short descriptive label 
to all this, it should perhaps be 'sudden transition from self-sufficiency 
to international exchange f because the term ‘international economy' im- 
plies that there is a “ world will ’ which ‘ ranks above national wills and 
ill tvhich they lind expression’. At present, however, such a world will 
docs not exist, and ‘ interiHUional relations are not regulated in accord- 
ance with an ideal of the human race, but according to the wills of the 
nations concerned’.- The nation is still the economic unit and tve can- 
not talk of international economy until ‘ the national standpoint is trans- 
formed by universal or international considerations In a truly inter- 
national economy the sacrifice of any particular nation would be accpii- 
esced in by the nation concerned and not imposed upon it by guile or 
force employed by some other nation. Also, the ultimate justification of 
such a sacrifice would invariably be the consideration that it would be 
to the eventual hefiefit not only of the world slate in general but also of 
the individual state itself called upon to make a temporary sacrifice. 

§;)2. Is industrialization desirable for India ?~'l'lie movement towai'ds 
industrialization lias already made a fair start in India. And while the 
general trend oC ojjinion is in favour of accelertiiing it, there arc some 
who would, if they had their own way, nip it in the bud as being fraught 
with sinister possibilities for the country. Part of the ojjposition to indus- 
trialization comes from those who look with horror on all machinery be- 
cause they believe that it inevitably degratles human life and work, and 
makes both mechanical and joyless. They yearn for a simple and primi- 
tive system. of iridiistiy, under which there would be more air and sun- 
shine, more elbow-room and greater freedom than can ever be possible 
under a regime Of machinery. There is, however, generally a poetic vague- 
ness and lack of actuality and substance about these visions of an ideally 
simple economic life, and we know as a. matter of fact that they have 
never been actually realized anywhere at any time. We know', on the con- 

1 Weuit/i (if India, pp, itSHr^O. y ■ 

2 Gi'iin/cl, Ecotinmic Protect.i\mhm, l>l>. 'A-4. 

SScf) .S(;li,r>m;in, t'riudplci of 7'.cov'»nics, pp, Sl-2. 
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tiary, tliat manual labour can be very dull and heavy and brutalizing, 
and that man has improved his economic position ancl turned the cartli 
into a Jiiore and more comfortable and desirable place of habitation lor 
liimsell tis a result of his increased mastery over nature, and this is essen- 
lially whai the n.plaeeinent of human and animal labour by machinery 
means. ^ 

Some jreople, ivliih; athnitting the hece».sity of supplementing (.he labour 
of men and animals up to a certain limit, would dratv a line beyoutl 
wltich they ivould not allow the domination of man over nature to g'o. 
'I'hey would stop, fbr example, at the windmill or the watermill, or a 
•simple wooden plough, or a charka or sirinning-wheel, but they have no 
satisfactory answer to the question as to why these beginnings of Jmman 
mastery over nature should’ not be followed up by a more complete 
domination. 

The introduction of machinery and large-scale production of the modern 
type is no doubt apt to bring serious evils in its train, such as ov^crowd- 
i,ng and the ruthless exploitation of the tveak by the strong, and to compel 
large nnmhors of workers to lead cramped, squalid and cUstressfisI lives 
amidst unspeakably ugly and unhe^thy summndings. It is, however, not 
true that (he only way of avoiding these evils is to dispense with modern 
methods of large-scale production. As Western experience shows, it is pos- 
sible greatly to mitigate these evils by suitable state action and legislation. 
And it is .significant that, although in the West there is profound discontent 
with the ]n'e.sent economic organization, nobody of any consequence has 
projiosed the abolition of machinery altogether. The discontent is directed 
more against the manner in which the wealth that is produced is distri- 
buted, than against the methods of its production by ^rachincry. 

We must indeed take care not to enqjhasizc unduly the material side 
of life, lint it is dearly necessary, in the case of a poor country like India, 
l,hat the; wealth per enpita should be increased and her teeming millions 
lifted above the caies and worries of mere existence, in order that any 
kind of higher life .should be possible for tlicm.* And this cannot be dom; 
without tht; help of up-to-date methods of production. Moreover, it must 
be remembered that India can no longer remain isolated even if she 
w'ishes to, and .she can only survive the onslaughts of foreign competition 
by forging the weapons of modern industrialism. The case lor madiineiy 
has been well put. by F. S. Marvin as follows : ‘ A machine is sonu.'thing 
which extends man’s physical powers in dealing with nature, cnalrles 
him to put more brains into longer and defter fingers, and indefinitely 
strengthened muscles. Anyone who opposes this in principle opposes tlie 
upward inarch of our species, nor can he draw even an intelligible line 
and say, so far it was right for man to strengthen hiru.self but no fnrther. 
Is it to be at the inotor-].)Iough or at the first simplest stick for scratching 

1 For an exccllcul di.scu.ssiou of the proper attitude xvidi regard to niiUorial progress 
in India, see Darling, Huslicus loquitur, pp. 374 ff. 
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ihc giouncl, at the steel mechanical reaper or the stone-man’s Hint axe? 
I’heie is no difl'ercnce except of perfection and power. The real objections 
are to someiliing quite different, the industrial town, the factory system 
aiul u'liat, is calk'd “tvage-slayery ”, But these are social arraiigcinems 
modifiable' ;it will, and in no necessary way bound up with our ('.xtended 
[tower over nature.’'' 

Opponents of industrialism iit India lia've sometimes taken a diil'ereut 
line. They have urged that if industries are to be fostertal in Imliii, thks 
will have to be at the expense of agriculture, the projuier industry of 
India. This argument will be examined in, our diaptor on Industries. In 
the meamvhile we xvill content ourselves with the statement tliat indus- 
trial 'ckwelopment, far from being antagonistic to agricultural develop- 
ment in this country, will have the raost''b’eneficiaI influence on it. 

Finally, it may he pointed out that the conviction abc ut the necessity 
and desirability of rapid industrialization is so strong that those who set 
themselves in opposition to it have no more chance ol success than the 
excellent Mrs Partington in her imecpuil contest with the; Atlantic. 



, ’ CHAPTER VI 

AGRICULTURE: PRODUCTION AND EXPORT 

^1. The place of agriculture in Indiatj economics.— The most striking char- 
acteiisi ic of economic life in India is the overwhelming preponderance 
of agriculture over other occupations, the great mass of human life and 
effort, represented by^ at least three out of every four persons in the coun- 
try, Jrcing devoted to agriculture. Agricultural production provides prac- 
tically all the food-grains consumed in the country, and yields, large 
quantities of raw materials like; cotton, jute, oil-seeds, etc,, for the ’princi- 
pal manufacturing industries. And yet a study of the present position of 
Indian agriculture must lead everyone to endorse the following gloomy 
words of Dr Clouston : ‘ In India we have our depressed classes ; we have, 
too, our depressed industries, and agriculture, unfortunately, is one of 
them.’’ Judged by whatever .standard— the size and the constitution ^of the 
holding, the implements and the fertilizers in» use, the system of rotation 
of crops,, the quality of seeds, the position with regard to irrigation fadli- 
ttes and other land improvements, marketing organization, animal hus- 
bandry, subsidiary rural occupations, etc.- our agriculture is in a back- 
ward condition. This is shown by the excessively low outturn per acre, 
which at best is often only one-third or one-fourth of what is obtained 
in other lands, and which dwindles to nothing during times of drought 
and famine.** 

§2. The need for agricultural development.— The need for agricultural im- 
provement is imperative from many points of view. It will lead to an 
improvement in the economic condition of the masses and raise their 
standard of living. It will ensure an adequate food supply for ,the popula- 
tion of the country. The reactions of improved agriculture on industiy 
are no less important. The increased purchasing power of the rural masses 
will provide a large home market for the products of the home manu- 
facturers. Improvement in agriculture will necessarily imply a growing 
mechanization of its processes and may be expected to bring into existence 
large manufacturing establishments to produce agricultural tools and 
machinery.® 

However' as already pointed out, the plea for improved agriculture does 
not mean that nature has destined India to be an exclusively agricultural 
country. In our opinion she is so situated that she can hive a prosperous 
manufacturing industry as well as a thriving agriculture. Secondly, we 
must appreciate the fact that our agricultural problems cannot be solved 
in an isolated fashion witliout reference to our industrial problem.s, and 

i- Agricultural Commission Report, Minutes of Eviclence, vol. I, evidence by the officers 
of the Government of India. 

2 ibid., p. 14. ^ Se& Ittd'ustriitl Commission Report, p. 22. 
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wc shiniid do well lo remember" liow> during the period of the Industrial 
Revoliiiioti in lirigiand, agriculture and industry were transj'oriricxl side 
by SI tie. progress in one helping progress in the otluT. '-riie presou con- 
gestion in Indian agriculture and the ruralization of the (ountiy ai'e evils 
which cannot be overcome simply by a system of imjnrn'ed agriculture. 
A siinultaneou.s development in industt 7 is also ncecssaiy to relieve the 
pressure on land and to ensure' a steady How of capital Iroiu (lu: cities 
and manufactures for investment in' land. 

"Fhc present Indian awakening inay be regarded as a phase of the 
worldwide interest in agriculture which has been iti evidence since the 
war of l')14-18. Perhaps in pre-war days there was a general tendency 
to fofget the supreme importance of agricultiu’e. But the experience of 
that war put an end to this indifference 'bf exposinj^ the tlangers of de- 
jjcndenctc on foreigi:^ supplies in the matter of foocl and raw materials. 
'I'lie .scfOiul world war confirmed the urgency of attaining as large a 
measine of sclf-sufiideucy as is possible in the matter of agricultural pro- 
duction. Lack of sullicient food products was amply but miserably demon- 
.slratcd by the Ifi'lll food famine in Bengal. Agriculture has again come 
into its own as a premier national key industry :ind much k being' talked 
and written about its rehabilitation and advance in practically evefy 
country, not excluding England itself, the classic land of manufacturing 
industry. 

§.*l. Statistics of area under different crops in British India.^ 

TABLE F 


■ 


Perc.ontagci 


PercentagR 



of net area 

.\cres 

of net area 


(millions) 

according 

(inillions) 

according 

■ 

19(1 1--2 

to village 

1940-1 

to village 



paptirs 


papers 

“Net area by professional survey 
Net area ffccording to village 

, 5.'>2'92 


512-92 


... ... 

55;i-7 


512-07 


Area under forest ... 

t : {i(,b;i« 

12-b 

68-28 

13-3 

Not available for cultivation ... 
Other . unciiltivated land ex- 

1 137-96 

24-9 

86-71 

16-9 

cluding current fallows ... 

i 107-52 

19-4 

97-8(i 

19-0 

Fallow land ..b 1.. 

42-15 

7-6 

45-25 

8-a 

Not area sown with crops ... 
Total sown area (includes 
area sown- more than once) 

1 199-71 

1 220-35 ! 

361 

213-9(i 

244-57 

41-7 

Area irrigated 

i . 32-58 ! 

1' ' 


55-08 

9-33 


1 AitricuUnral Statisiks for British India^ 1959-40 (Provisioniil), pp. 5!-5. 

2 figures for 1901-^2 are inclusive oMlurma, while those for 1940-) are exclusive of 
IJiii-ma, which was separated from India on 1 April 1937. 

3 Tneludcs 0.14 million acres for which details are not available. 
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Acres 

Percentage 

Acms 

Percentage 


(millions) 

of total 

(millions) 

of total 

, ’ 

1901--2 

sown area 

1940-1 

sown area 

Area under food-grains — • 





llioe 

70-07 

31-8 

68-85 

27-9 

Wheat 

18-61 

8-4 

, 26-4.5 

10-8 



6-22 

2-8 

6-32 

2-5 

21-82’ 

’ 9-S 

21-25 



13-20, 

5.9 

1408 

5-7 

Ragi 

3-75 

1-7 

3-52 

1-4 


6-20 • 

2-8 

5-73 



9-78 

4-4 

12-71 

5-1 

Other grains and pulse.s 

27-35 

12-4 

28-25 

IIS 

Total food-grains .. 

177-00 

80-0 

187-16 

’•ts 

Area under other food crops 





(including vegetables,’ fruits, 





condiments and spices, mis- 
cellaneous food crops, etc.) 

8-03 

3-7 

6-74 

2-8 

Sugar 

2-60 

1-3 

4-56 

1-8 

Total food crops .. 

187-63 

85-0 

108-46 

80-4 

Area under yil-.seed.s— 




'» ■ 

, Linseed* 

2-27 

1-0 

2-33 

0-95 

Sesanmm {til) 

3-75 

1-7 


0-9 

Kape and Mustard 

2-88 

1-3 

3-68 

1-5 

Other oil-seeds 

3-07 

1-4 

8-47 » 

3-4 

Total oil-seeds ... 

11-97 

5-4 

16-70 

6-75 

Area under fibres — 





Cotton 

10-30 

4-7 

14-08 

S-7 

Jute ... ... 

2-28 

1-0 

4-30 

1-7 

Other fibres ... 

0-56 

0-2 

^ 0-83 

0-3 

Total fibres ... 

13-14 

5-9 

19-21 

7-7 

Area under other non-food 










Indigo 

» 0-79 

■ 0-4 

0-04 

, 0-02 


0-61 

0-3 

0-01 

0-003 

Coffee ;.. ;; 

0-12 

0-05 

0-10 

0-04 

Tea 

0-49 

0-3 

0-74 

0-3(t 


0-95 

0-45 

1-18 

0’-48 

Fodder crops ... 

2-94' 

1-4 

10-47 

4-28 

Other non-food crops 

1-71 

0-8 

1-06 

0-44 

Total p on-food crops .. 

32-72 

15-0 

49-.61 

20-013 

Total sown area : ... 

(includes area sown more 

244-57 


247-97 


than once) ■ ... 

220-35 


34’6I 

: 


lOiit ot tins, groundnuts alone account for more than 5 million acres. 
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!^4. Estimiitcd yield and area of principal crops (including crops in certain 
Indian States)^ 

TABLE IP 



Area 
(millions 
of acres) 
Average 
1900-01 
to 1904-5 

Yield 
(millions) 
Average 
1900-01 
to 1904-5 

Area 

(million.s of 
acres) 

1943-4 

Yield 

(millions) 

1943-4 

Rice 

tons 

43-44 

lS-63 


81-12 

30-66 

Wheat 


25-52 

7-68 


33-96 

9-74 



{a) 



35-89 

6-59 



(») 

(«) 


21-10 

3-58 



(«) 



15-42 


Sugar jcane 


2-26 

2-05 


4-23 

5-84 

Tea - 

lb. 

0.52 

201-32 


0-83 

575-30 

Cotton (bale 

400 lb.) 

) 

16-50 

3-18 


2-64 

5-25 


2-33 

7-04 


21 -oS 

6-99 

Linseed 


r 3-55 

0-42 


3-53 


Rape and Mustard ,, 

5-60 

1-01 


5-36 

0-92 

Sesanium 


4-90 

0-46 


4-44 

0-44 

Castor seed 


(«) 

(a) 


1-54 

0-14 

Groundnut 


0-43 

0-06 

(1901-2) 

9-80 

3-82 

Iiicligo 


(«) 

0-11 

(1901-2) 

()-()5 

0-009 

Coffee ' 

lb. 

«) r 

15-57 

(1901-2) 

0-19 

37-19 

Rubber 

" 

(4 

(,i) 

0T4 

36-68 


§5. Scope for intensive and extensive cultivation.— From Table I it would 
appear that S0.2 per cent (including area under forest) of the total area 
is not available for cultivation, only 41.7 per cent of the total area is actu- 
ally sown, and that putting together the current fallow and other un- 
cultivated land about 28 per cent of the total area is available for extend- 
ing cultivation in India. The area available in different provinces for 
extending cultivation may be seen from Table III on p. 135, which shows 
in millions of acre.s the area cultivated and uncultivated in 1939-40 in 
each province. 

There is "apparently con.siderable scope for further cultivation, especially 
in Assam, Sind, the Punjab, and the Centt:al Provinces. But on a close 
examination of the question, the conclusion is forced on us that the 
prospects of extensive cultivation are on the whole very limited in India. 
In the older provinces like Bengal, the United Provinces, Madras and 
Bombay, cultivation has naturally followed the line of least resistance, 
and the better kinds of land have already been brought under the plough, 
and for the greater part inferior soils alone remain to be broken up for 
cultivation. In most cases this can only be done provided adequate irriga- 

t I'siimaies of Amt tintl TiclcC of the. Principal Crops in India (IMS-l), pp, 8 and 20-3. 
'I'hcse c.stimat;c;s relate to mo-st ofl the total area under each crop. For certain tracts in 
the ctise ot c.ich crop no reports of the yield and area are made. For e.'cample, in the 
ca.se of rice the figure repre-sents 97 per cent of the total rice area of India. To thi.s 
figure should fte added about 936,000 tons in rc.spcct ot other area.s (having an area 
of about, 2, '146.000 acre,s) for whicii no forecasts are made. 

‘-Figures are tlmuighoiit exclusive of Burma. ,(«) = Not available. 
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tional facilities are forthcoming. A similar situation is gradually develop- 
ing in the newer provinces like the Punjab, the Central Provinces, Assam 
and Sind, Where, though the superior lands have not yet been fully occu- 
pied, several difficulties have to be faced. The problem of extending cul- 
tivation in the Punjab and Sind is primarily one of irrigation, which no 
doubt is easier there than, for instance, in the Bombay Deccan and the 
Central Provinces, but whicli must all the same reckon with very definite 
financial and physical limitations. Possibilities of hydro-electric develop- 
ment are being explored on the basis of a fresh geological survey. In 
Assam, apart from its unhealthy climate, the principal obstacles are un- 
congenial conditions of labour and the consequent difficulty of recruiting 
the required labour supply. Thus no very striking extension of cultiva- 
tion can be expected even in those provinces where there is a large area 
of cultivable waste. This conclusion is borne out by the figures given 
at the end of this section (p. 136), which show that in more recent years 
progress made by the net area sown with crops in ‘ British ’ India has been 
very slow and gradual ; indeed there has been in some years a slight 
decline. 

A move hopeful solution of the Indian agricultural pioblem lies in the 
direction of intensive cultivation. As an illustration of the possibilities of 
intensive cultivation we might cite the instance of Japan, where a popula- 
tion of 56,000,000 is supported on a cultivated area of 17,000,000 acres, 

r Figures given in tliis column, represent area definitely known to be culturablc. The 
areas are mcludecl in the column 'other uncultivated land excluding current fallows'. 
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which conicfi to iiljotu one-third of an acre per head as against, India’s 
five-sixtlrs of an acred In India, we have scarcely yet made a serious begin- 
ning ill intensive cultivation on modern scientific lines in spite of the 
fact that methods of extensive cultivation are highly inaiSpropriate owing 
to the large size of the agricultural population and the prevalence of 
small holdings. In his note. Technological . Possibilities of Agricultural 
Dcvdoprncut in Indta, Dr W. Burn.s has 'made an attempt to show the 
j.iossibiUties of development in titis direction. 




1892-3 

1901-2 

1910-1 

1921-2 

1927-8 

193«-1 

1932-3 




223-06 , 
223-18 
223-86 
229-12 
228-08 


tmillwvs of nars) 


-Inclusive of Bui-ma 


193,S-6 

1937- 8 

1938- 9 
1940-1 
1942-3 


209-71 

213-49 

209-40 

213-96 

215-98 


1 

|.lixclu.siv() of llui‘nja 

j 


§6. Relative importance of crops.— Crop-production hokls far and away the 
most important place among the agricultural products of India. ‘The 
people are largely t'cgctarian, while seeds and fibres are the most import- 
ant articles of export. The .Indian cultivator is a grower of crops, his live 
stock are mere aids in cultivation and in the feeding of his family. The 
country does not export meat, wool or dairy products.’" The areas under 
the clifTercnt crops show the varied character of agricultural production 
in India— -which enables the country to he largely scll'-sunicing in respect 
of its food .supply and a large vai'iety of raw materials— and the relative 
importance, of the different crops. Food crop preponderate and account 
for 80.4 per cent of the total sown-jirea and the non-food croj.)s account 
for the balance of 20.013 per cent, though the area under the non-food 
crops like cotton, jute, oil-seeds, etc., tended to increase faster than that 
under food crops when tlie position of world prices Justified tliis. .Among 
the food crops, rice stands easily first; then come wheat, jotvar,,!!;)]!'!! and 
gram. Among the non-food crops, fibres (cotton, jute and others) are an 
important grou[) and account for 7.7 per cent of the total sown area. 
Cotton is by far' the most important of The fibrc.s. Oil-seeds con.stitute 
another ccjually important group of ndu-food crops and account for 6.7.'> 
per cent of the total sown area. 


rSee M. Visvcsvai-aya, iZecoBifrttcffng India, p- 174. 

A, Howard, I’rop-Productian in India, ip. 61.- ' 
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t;7. A survey of the principal crops of IndiaA— I. Food crops.-’— (i) Rice.— 
Rice is the leiiding crop of India as it is the staple food of most of the 
people of the country, and it occupies about 32 per cent of the whole 
cultivated .sotvu area, tlie total area devoted to its cultivation in British 
India heiiii.', (j8.85 million acres yielding about 22 million tons in 1940-1. 
For 19-1;l-4 the ligurcs are 76 million acres and 29.07 million tons, before 
the separation of Ikinna from India, India’s contribution to the wendd pro- 
duction of rice wa.s about 40 per Cent, and .she was the largest exporter 
of rice in the world, though her average exixtrts seldom exceeded 7 to 8 
per cent of her totci| production. Since the separation of Burma, India’s 
exports of rice have become negligible (being only 1 per cent of Indian 
production in 1939-40) and are sent chiefly to Ceylon, Arabia and certain 
African territories having a lafge Indian population. Despite large pro- 
duction, considerable quantities are imported into the country, mo.stly 
from Burma. Thus while India exported 262,000, tons she imported 
1,887,000 tons of rice in 1939--10. 

The contraction in the demand for Indian rice in foreign markets, 
during and since the world economic cIepre.s.sion, has been very partially 
counteracted by the preference enjoyed by Jndian rice in the tlnited 
Kingdom, which took only 7,000 tons in 1939-40. Up to the end of 1941 
imports of rice into India from Siam (Thailand), French Indo-Chiita and 
Japan showed a phenomenal increase. Thc.se imports (received mo,stly in 
Madras) consisted of broken rice, the by-product of the milling industry, 
which greatly depressed local prices. A protective duty of 12 as. per maund 
on broken rice was imposed in April 1935 in the interests of the Indian 
rice-grower and has since been continued. It served as a check on imports 
of rice, chiefly from Thailand, which steadily declined from 283,000 tons 
in 1934-5 to 18,000 tons in 1936-7. Imports of rice in husk amounted 
to 43,000 tons from Burma, 262,000 tons from Indo-China and 34,000 ton.s 
from Thailand in 1939-40. Exports of rice ceased from July 1943. Total 
exports of rice, not in the husk, from British India in 1943-4 (mainly 
during the four months of April to July 1943) amounted to qnly 27,000 
tons as compared with 255,000 tons in the preceding year, Ceylon having 
the lion’s .share of 26,000 tons. 

iFor this survey we have consulted— 

(i) Agriadtura and Animal Husbandry in India (Annual). 

(ii) Estimates of Area and Yield of the Principal Crops in India (Annual). 

(iii) Tile Crop Allas of India. .. 

(iv) Cotton, Handboo/t of Commercial Information for /ndta (third edition, 1937). 

(v) Howard, op. cit. 

(vi) Agricidtural Commission Report (1928). ’’ 

(vii) Review of the Trade of India (Annual). 

(viii) Indian Finance, Eastern Group Number (19-10), pp. 18-1-97. 

3 The food-crops provide the basis [or a number oE food-industries typified by flour 
mills, reiirieries, bakeries^ confectioneries, manufacture of various cereal ' hre.-ikfast 
f<)ods canning of vegetables aitd fruit, dehydration, manufacture of malt and mailed 
preparation.s, cxlraction of vitamins and proteins, preparation ol’ ghee from cotton- 
seed. Grain is used for the manu'itaclure of power alcohol and spirits. 
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Rice is grown extensively in India, especially in the wet and moist 
regiotis. The following figures 'illustrate the extent of rice cultivation 
in million acres, in the different provinces. 




1940-1 

1943-4 

Bengal 


21-99 

2«-(n 

Bihar 


9-9S 

9-98 

(h-issa 


5-U 

s-n 

Mixdras 


9-85 

10-92 

tl. P. 


7-29 

7-10 

C. P. 


5-7tV 

5-87 

Assam 


5-44 

5-03 

Bombay 


1-97 

2-00 


Rice is the staple food, of the eastern •provinces. It is a winter crop, 
being mainly harvested in December and January. 'There are different 
varieties of paddy grown in different parts of India depending upon 
local conditions and knowledge. It is probably due to the magnitude and 
complexity of the subject that little progress has so far been made with 
this erpp ijy the Agriculural Departments.J In recent years, however, bettor 
results have attended the re'search work on rice under the auspices of the 
Imperial Council of Agricultural Research, which has constituted' a stand* 
ing committee on rice on the lines recommended by the Crop Planning 
Conference, 1934. 

The fall of Burma led to a deterioration in the rice situation in the 
country and caused an acute food crisis in 1942-3, especially in Bengal. 
The index number of the wholesale price of rice (base : 19 August 1939 
=100) had risen to 634 in April 1943 from 496 in March. In subsequent 
months prices rose steeply and the inticx rose to the record figure of 1,034 
in August— the worst period of the food crisis in Bengal. The gravity of 
the situation in that province forced the Government of India to make 
a major change of policy by declaring the North-East Region a free 
trade zone. Protests from the provinces concerned who were afraid of 
losing their supplies as well as sidfering fronfl high prices made the Gov- 
ernment abandon the policy of free trade in July 1943 after it had 
been in operation only for a few months. After this the Provinces in the 
North-Eastern Region i-c-imposcd price controls. 

The acreage under rice in India increased from 75.2 million acres in 
1942-3 to 80.0 million acres in 1943-4, representing an increase of 6 jier 
cent. The increase in the acreage was chiefly due to the Grow More Food 
campaign. The yield also increased substantially in 1943-4 being 30.6 
million tons as compared with 24,9 million tons in 1942-3, an increase of 
23 per cent. The increase in the yield was specially marked in Bengal 
amounring to 11.8 million tons as compared with 7.0 million (ons in 
1942-3 or an increase of 68 per cent. The larger yield during 1943-4 was 
mainly responsible for the improvement in the supply position, and the 

i j. Mackmn^, Agriculture in Indioj p. 16. 
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dccliiu; in the price of rice especially after October 1943. In Assam and 
Bih.ar (he ruling market prices were quoted beloxv die controlled prices. 
I’he general index by March 1944 had declined to 364 as comparetl with 
496 in March 1943, a fall of 27 per cent. The wide differences in the 
price in Northern India prevented the fixhig of statutory maximum prices. 
An agreement was, however, soon reached as to the^appropriate levels at 
which prices should be fixed and it was decided that the provinces should 
take the necessary steps to reduce prices to tho.se levels, preparatory to 
fixing the controlled price. Black markets were rampant everywhere 
during these periods and therefore the index is not a reliable indicator 
of the supply and demand position of the commodity. 

(ii) kFheat.— Wheat stands next to rice in acreage, covering as i,t does 
about 11 per cent of the tofal cultivated area. Wheat is a rabi crop in 
India and is sown from October to December and harvested from March 
to May. It is the staple food of die people in the'* Punjab, the United 
Provinces and the North-West Frontier Province. Elsexvhere it is grown 
mainly for export. The total area under wheat in India was 34.86 million 
acres in 1940-1. The principal wheat-producing areas in India and their 
shares will be seen from the following figuros ; 


Yield (in million tons) 
Ih'ovinces and States I : 


j 1940-1 j 

1941-2 

1942-3 

1043-4 

Punjab 

9'884 

10-008 

10-463 

9-989 

V. P. 

7-935 

7-873 

7-548 

7-672 

C. P. and Herar 

3-229 

2-851 

2-544 

2-668 

Central India States 

2-212 

1-935 

2-039 

i-954 

Bombay 

1-752 

1-564 

V3Z& 

J'Se2 

Sind 

1-204 

1-192 

1-466 

1-489 

Bibar ... 

1-096 

1-300 

1-280 

1-221 

Gwalior 

1-533 1 

1-329 

1-328 

1-334 

Hyderabad 

1-090 

1-125 

0-965 

0-698 

Punjab St.ate.s ... 

1-522 

1-616 

1-768 

1-635 

Rajput, ana States ... 

1-347 I 

1-220 

1-535 

1-667 


The United Provinces and the Punjab account for nearly two-thirds of 
the total area and three-fourths of the total yield. ‘ India produces about 
one-tenth of the world’s Avheat. The five principal countries exporting 
xvheat in the period before the war of 1914-18 were the United States, 
Russia, Gifnada, the Argentine Rei-Jublic and India, in that order. As re- 
gards production, India occupies the third place’ (Cotton), fluring that 
war there was a considerable extension in the area unde.r wheat in India, 
from 28.47 to .34.86 million acres, on account of . the purchases made by the; 
Government. The export trade in wheat has been growing since the open- 
ing of die S’lic?: Canal in 1870. The exports of wheat, however, iluctuaie 
considerably according to the nature of seasons in India and abroad, hr 
years of famine the local price is generally so high that the; volume of ex- 
port falls to a very low figure. The average export for five years before tlui 
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war of 1914-18 w:is 1,308,000 tons valiiecl at Rs. 13.96 crovcs, or 14 pt;r 
ccui, o! ihc' total wheat production. Since then, especially in recent ytiars, 
tile exports of whetit have fallen considerably. For svjine years India has 
been alile (o jjut only insignificant quantities of wheat on the world, 
iiirukei. Tn IDaS-li the exports amounted only to about 9,600 tons valued 
at Rs. 9.,^ lakhs a.s cpmptired with 20,200 tons in 1931-2 valued at Rs. 1,1 
lakhs tiutl the average of 237, OQO tpns valued at Rs. .3,7 crores for tlu; 
first post-war quinquennium (1918-23). Owing to favourable price parity 
tlicre were appretaable exports of wheat from India in 1936-7, when the 
quantity exjiorted amounted to 231,500 tons valued- at Rs. 209.5 lakhs. 
For a similar reason, exports showed a further increase to 460,000 tons 
valued at Rs. 462 lakhs in 1937-8, The year 1938-9, however, saw .a 
deterioration of the situation. The pi'escnce^of the bumper crop of 1938 
from Canada and America in the world market resulted in a decline in 
e.xports of wheat from India to 279,000 tons valued at Rs. 248 lakhs. In 
the year 1939-40 wheat exports from India shrank further :tnd amounted 
to only 7,800 tons valued at Rs. 10 lakhs. The big drop in exports was 
due to the low prices prevailing in the world market before the out* 
bre.'ik of the second tvorld wir and the enormous supplies offeretl by other 
exporting countries, sudi as Canada and Argentina. Exports froip 
India were confined to nearer markets, Burmti alone ttiking 3,500 ton,s. 
The uneconomic ex])ansion of cnltivatioii since the war of 1914-18 
(under shelter of .subsidies and import barriers) in IkhIi the (.‘xporting 
and importing countries is the; crux of the international wheat problem. 

In the face of keen competition and lower value, s, India has in recent 
years not only been forced to hold aloof from the interntitioniil markets, 
l)ut in the interest of her growers to impost; a duty on imports of chetip 
whe.at aitd whetiu flour from other countries. The duty, which stood at 
Rs. 2 per cwt. in March 1931 (under the Wheat lm{)ort Ihity Act) was, 
in April reduced to Re. 1*8, and in April 1936 to Re. 1, as the 

margin between the pricc.s of Indian wheat tmd of Auslralitin wheat 
imported into India had narnnved down. In ,1936-7 the imports of wheat 
were insignilicant, amounting only to 100 tons as against 18,300 tons in 
1933-4. The import duty, owing to improved prices, lap.scd on 31 March 
1937. Owing, horvever, to the low price at which imported wht;at b(;gan 
.subsequently to be landed at the principal ports in India, the Indian. 
Tariff (Amendment) Act (January 1939), with a view to sal'eguarding tire 
jDosition of_^ the Indian wheat-grower, imposed, for a temporary period 
extending to 31 March 1940, a duty at the rate of Re, 1-8 per cwt. on 
■wheat and wheat-'flour importctl into India. The import duty w:is exteiulcd 
for a furdicr period of one year to 31 March 19-11. Imports of iv'heat 
tverc in conseciuence reduced from 159,062 tons in 1938-9 to 85.506 tons 
in 1939—1(1. The balance of wheat available for internal consumption 
is in the neighbourhood of 10 million tons and the csLimal(;s of consump- 
tion have .sliown no significant changes in recent years. It i.s hardly nocc.s- 
sary to iioint out that India is at present reduced to making .separate 



AGRICULTURE: PRODUCTION AND EXPORT 141 
tlforl-s 1.0 secure sujjplies o£ wheat and other foodstulls from abroad in 
order to prevent rvholesale distress. 

Wheal cultivapou’ has received a considerable stimulus from improved 
trail.', ptJi't and irrigation, especially in the case of the nciv canal colonies 
in the i’nnjab. At one time Indian wheat had the ri.'putation of being 
dirty, hut this was not due so much to careless thrashing or handling as 
to tleliberate adulteration to conform to,the practice of the English grain 
trade. Since 1907, there has been a considerable improvement in this 
resjiect. I’he introduction of the Pnsa 12 variety by the Agricultural Dcparl- 
ment has improvechthe quality of the grain, which, horvever, must be 
further raised and kept up to enable Indian wheat to obtain the same 
prices as Canadian and American wheat in the world markets. 

(iii) Barley .—Thh is cMi^fly grown in the United Provinces (3!73 mil- 
lion acres), Bihar (1120 million acres) and the Punjab (0.73 million acres)- 
There is only a small export of barley because thx internal demand h 
very great. Exports w'cre insignificant in 1939-40, amounting to only 500 
tons valued at about Rs. J lakh. Barley is used as food both for man and 
cattle. 

(iv) Millets : Jowar and 2}«/ra.— There are two varieties of Indian 
raillet, jowar and bajra, and they constitute an important group of food 
crops for the masses in Madras, Bombay (Deccan), and the adjoining 
districts of Hyderabad. They also supply valuable fodder for cattle. They 
do not need as thorough a cultivation as wheat and are rarely maniu'cd. 
There is a large ai’ca under them, 3.3.33 million acres under jowar 
and 14.08 million under bajra in 1940-1, in the whole of .India. The 
principal jowar-growing areas are Hyderabad (Deccan), 7.53 million 
acres; Bombay 7.94 ; Madras 5.05 : the Central Provinces and Berar 
4.79 ; and the United Provinces 2.31. So also bajra is 'extensively grown : 
in Bombay 4.01 million acres ; the Punjab 3.06 ; Madras 2.80 ; the United 
Provinces 2.39; Hyderabad (Deccan) 1.84; Bombay States 1.71 million 
acres. Bajra is a khai'if crop while jowar is a kharif as well as a rabi 
crop. There is no considerable export of either of the millets, jn 1939-40, 

7.000 tons of jowar and bajra valued at Rs. 7.45 lakhs were exported 
from India as compared with 15,000 tons valued at Rs. 25.13 lakhs in 
1929-30. 

(v) Pulses.— These are extensively grown throughout India and figure 
prominem,ly in the dietary of the people. They are chiefly grown in the 
United Provinces, the Punjiib, Bombay, the Central Provinces,,Bcngal, etc. 
Cdam is easily the leading pulse in India, and in 1940-1, no le.ss than 
13.88 million acres were under it, the United Provinces (5.40 million) 
being the most important area in this respect. Exports of pulses are com- 
paratively limited on account of the large internal demand. In 1939—10, 

7.3.000 tons valued at Rs, 95 lakhs were exported. 

(vi) Other food crops.— These include fruit and vegetables, condi- 
ments and spices and miscellaneous food crops, accounting for a total 
area of 6.74 million acres in British India in 1940-1. Fruits and veget- 
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;il)]c'.s, 1110111011115 root crops, accounted for 3.91 million acres. India grows 
a variety of fruits such as mangoes, apples, oranges, plums, peaches, apri- 
cots and pears. The dearness of fruit owing to shortage oj supply and the 
general ijoveriy of the masses has prevented any considerable develop- 
nit-iu of the fruit intlusti 7 . There is a large variety of vegetables grown 
ill India, potatoes, onions, brinjals, cabbage,s, cauliflowers, turnijis, toma- 
toes, etc. A considerable extensipn of area under fruit and vegetables is 
])os.sti)Ie with suitable irrigation facilities, especially in areas tuljoining 
tlu; larger cities. On the whole the Agricultural Departments have not yet 
ticeii able to fulfil the expectations of a new' era ofrabundant supply of 
fruit and vegetables. Very notable success has, how'Cver, been achieved in 
the Peshawar valley, and now that four other provinces have horticul- 
turists bn their agricultural staffs we may, expect more systematic atten- 
tion to be given to fruit growing. The larger iirbmi centres constitute 
the principal niarkct" for the commercial fruit grower, but the difficulties 
of transport at present make it impossible for him to profit by their 
demand. Development of transport facilitie.s, careful picking and packing, 
jirovision of cold-storage facilities are obvious reforms that tire indicated.^' 
(.loudiiiients and spices acaounted for 1.50 million acres in 1938-9 in 
British India. Spices are chiefly grown in the extreme south of India, 
though certain varieties are cultivated everywhere. Peppers (in Malabar, 
I'ravancorc, South Kanara, Coorg and to some extent in Bengal, etc.) ; 
chillies (chiefly in Madras, eastern and northern Bengal, some districts in 
Bombay) ; ginger (Malabar coast, the Surat and Tirana districts of Bom- 
bay and a few districts of Bengal and the United Provinces) ; cardamoms 
(in the humid forests of western and southern India, Madras, Travancore, 
Mysore, Coorg and Bombay— chiefly the Kanara district ) ; betel-nut 
(southern India) ; Ainnamon (Western Ghats in southern India) : and 
cloves (mainly on the foot-hills of the Western Ghats in the Madras 
province) are the chief spices of India. There is some export trade 
in tJieni, which amounted to 518,000 cwt. valued at Rs. 108 laklrs in 
1939-40. , : ► 

(vri) Srigrtr.— India was probably the original home of sugar-cane and 
the area under cane is larger than in any other country in the world. 
But the average yield per acre is so low and the demand from a popula- 
tion that is largely vegetarian is so great that the country until recently 
tended to depend more and more upon imports of cheap foreign .sugar. 
For instance, we imported 1,012,000 tons of sugar of all sorts valuecl at 
Rs. 15.77 crores in 1929-30. It was stated by the Indian Sugar Committee 
(1920) that India’s outturn of actual sugar per acre was Ie.ss than one- 
third that of Cuba, one-sixth that of Java and. one-seventh that of Hawaii. 
The imports of Austrian and German beet-sugar were gradually replaced 
-thanks to the countervailing import duties on bonuty-fed German sugar 

, IRevkto of AgrkuUural Operations in India (1927-8)/ p. 4; ibid. (1928-9), pp. 
ti-T md Agricultural Commission Report, 
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imposcxl ill .1903— ])y growing- imports of (jane-sugar from Java and Mauri- 
tius. This foreign competition hit Indian sugar-cane hard, and in the 
■years preceding uhe ' war of 1914-18 there was some decline in tiic area 
under cuitivation. The ground lost was regained to some extent by 1918- 
19 under the stimulus of the war-time rise in values. The area under 
cine remained very steaily over a series of years, the average during the 
id) years ending witii 19.30-1 being 2,840,000 acres. The total area under 
sugar-cane was 2.78 million acres in 1930-1. Owing to the phenomenal 
expansion of the sugar industry under the stimulus of protection, the 
area under sugai-cahe in 1936-7 increased to 4.44 million acre.s. It de- 
clined to 3.11 million acres in 1938-9, but rose to 4.59 million acres 
in 1940-1. The chief cane-growing provinces are: the United Provinces 
1.88 million acres, Bihar 0.44“, Punjab 0.42, Bengal 0.32, Madras 0.14, 
Bombay 0.08, Assam 0.04 and Orissa 0.03 million acres in 1938-9. Thus 
northern India has a predominant interest in the cfop. Though the area 
in southern India is small, the cane grown there is much thicker and 
finer than in northern India. Although sugar-cane accounts for only 1,8 
per cent of the area under cultivation in ‘British’ India, its importance 
to Indian economy is immense as indicated -hy the rapid growth of the 
sugar influstry. 

In India, the manufacture of white sugar was not common before the 
recent astounding growth of the .sugar indu.stry. The juice is boiled down 
without removing the molasses and the product called gur or gul (jaggciy) 
i.s consumed as such. Sugar-cane is now crushed by iron crushers which 
have largely replaced the old wooden ones. White sugar is mantifactured 
at a number of factories, especially in the United Provinces and Bihar. 
Other iirovinces, such as the Punjab, Bombay and Madras, have in recent 
years established lactorics for the manufacture of refined sugar. Some 
Indian States (e.g. Mysore and Hyderabad) have also started sugar fac- 
toric!5.i Prior to 1932-3 there were only 32 cane factories jp operation. 
Thanks to the grant of protection in 1931-2 (see below), the number of 
.sugar factories in operation’ rose to 14.5 in 1939-40. The production of 
.sugar from cane and giir increased from 99,088 tons in 1928-9 to 151,650 
tons ill 1930-1, 370,283 tons in 1932-3, 617,218 tons in 1934-5 and to the 
peak of 1,130,900 tons in 1936-7- This was exclusive of the outturn of 
khandsari ^ factories, which amounted to 100,000 tons in 19.36-7. Thus 
India’s total production in 1936-7, amounted to over 1,230,900 tons, i.e. 
slightly more than her estimated consumption of about 1,1-60,000 tons. 
After nvo lean years, India again i^oduced over ISi lakh tons in 1939-40 
and in 1943--4, with a small decline in 1944-5. Following a rapid increase 
in internal production, imports of sugar into British India fell .sharply 

1 For furilicr particulars regarding changes in the territorial distribution of the 
Indian .sugar indu.stry, see Report of the Tariff Board (Sugar Indtcstry), 1938, pp. Sl~9. 

2 The /dumd.«in’ factories follow the indigenous process, called the focT process, of 
manufacturing white sugar. 
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from about 1 million tons in ^1930-^1 to 23,000 tons in 193G-7.'’ Intlia 
has ihiis b(jf:omc fully self-sufficient in I’espect of her sugar neetls. Besides 
tariir protection, low prices of land, material and machinery owing to the 
world economic depression have contributed to the jthenomtmal grotrlli 
of (he Indian sugar industry. India is today the largest sugar-producing 
counlry in the world, and her .sugar industry is now the second largest 
industry, next in importance only to'ihe cotton textile industry, anti givt^s 
ciiijjloyment to over 120,000 workers.^ 

'Fhe Indian refined sugar industi 7 was not, however, prospetams until 
tlie grant of protection. This was due to severtd hrftulicaps such as the 
competition of foreign sugar, low yield per acre of sugar-cane, absence 
of iip4p-clate anethods of extracting juice, poor yield of molasses, difficulty 
in getting a sufficiently large .supjaly of cane i'rtam near the Jaetoiy riiul 
the Jieavy capitatl chai'ges of the iuidertakiug,s. The'iall in sugar prices 
between 1918 and 11139, in .spite of the tariff itiereai.ses ajaplied fi'om time; 
to tinie in India, aiso increased the difficidties of (he iiidusiiy. 'Jliis fall 
was brought about mainly by overj>rodiu;tiou of sugar, as compared wiili 
effective demand, caused by tvar conditions (I9M-18) wbich stimulated 
intensive cane production iff Cuba and elsewhere in the West Indies, anti 
was aggravated by the tarilf arrangements in various eouniries, by which 
the sugar producer in India was adversely alfected. Tin; Etiropean beet- 
sugar industry had also been vigorously revived since that war under the 
.stimulus of. heavy subsidies and high tariff barriers and had been dumping 
its output in the world market. 

.Since 1901-2, sugar-cane has been subjected to a systematic study with 
a vitnv to improving its (|uality and sup]>ly. A cane-i)rcediug station rvas 
started at Coimbatore in Madras. A Sugar Coimnittce :ip]5ointed by the 
Governincm of India in 1919 investigated the po.s.sibi]ity of organizing 
and developing the sugar indiistiy in India. In 1930 the tpicstion of grant- 
ing protection to the .sugar industry wa.s relc;rred to the I’arjff Board by 
the Covernment of India on ropreseulations made by the newly cstalj- 
lisluxl Imperial Council of Agricultuj-al Research.'’ The 'I’ariif Board, 
in their report jmblishcd in March 1931, recommended the grant of pro- 
tection to the industiy, being satisfied that the conditions laid clorvn in 
this behalf by the Indian Fiscal Conirnksion were fulfilled in the case of 
the sugar industiy. They ex])rcssed the view that in the nation.al interest 
the area under sugar-cane .should not be allowed to diminish and that a 
fresh outlet, should be provided for cane by cncourtiging the expansion 
of the tvhite sugar industry. Unless steps were taken to dovelojj this indus- 
try, tliey appreluuidcd a disastrous slump in ilie gwr market tvhidi would 
s(;riously affect the tigricultural classes.”* The Board, wln’Ie distijjproving 

1 Imports ill l!)3tM0 exceeded 255,000 tons in view ot tlie previous year’s Tc.aii crop 
and deficit production in India. 

‘■/■Indian Veftr ll/xih p. 776, B See di. xi. 

iJRnport oj the Tariff Board (Sugar Industry) 19.31, ch. iv. especially pans. -13, 15-6, 
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oJ t.h(! f^raiu c4: hounUcs on administrative grounds, jiroposed a protective 
duly ot .Rs. 7-4 per cwt. for the first seven years and a duty of Rs. G-4 
jK:i’ cwt. for the next’ eight years, thus ensuring protection to the industry 
for a |)eriod of fifteen years. The immediate increase of the duty of Re. 1-4 
per c:\vt, was made in tlie Budget for 1931-2 as a irrovisional measure for 
s(!(airing ttcldiiional revenue, pending consideration c>f the Tariff Board’s 
recommendations. 'I’Jiey were ctonsidered in April 1932 tvheu the Central 
Legisliiture jjassed the Sugar Industry Protection Act (1932). Tlie prrjtec- 
tive duty (Rs. 7-4 per cwt.) was in the first instance to have effect up to 
31 March 1938, but'fcould be enhanced, if necessary, during the currency 
of the Act. This acted as a big stimulus to the industry which has since 
expanded rapidly. In the words of the Tariff Board (1938), it is mp-over- 
statement to say that the sugta* industry in India has been revolutionized. 
From a country maiiily dependent on imports of sugar, India has become 
the largest sugar-producing country in the world with’ an output equal to, 
if not in excess of, its requirements {Report, par. 13). Ten years ago the 
first place in production belonged to Cuba which produced 161 per cent 
more than India, but today the fiosition is reversed. s 

It was unfortunate, however, that an excise^ duty had to be levied on 
factory-nutde sugar in India ^ in April 1934 in order to meet the gap in 
the central revenues caused, among other factors, by reduced imports of 
sugar, and also to check loo rapid a growth of the industry under the 
artificial stimulus of the revenue .surcharge of 25 per cent on the protec- 
tive duty inipOsed in September 1931. At the same time, the Sugar-Cane 
Act, which was passed by the Central Legislature, enabled Provincial 
Governments to apply schemes for enforcing a minimum price for cane 
to be paid by the factory to the grower. The Governments of the United 
Provinces and Bihar have availed themselves of the power so conferred 
upon them and passed the irecessary legislation for regulating the mini- 
mum price of cane in the interest of the grower. The Government of 
India also promised to set aside an amount equivalent to 1 anna per cwt., 

riiidudiiig Uie revenae .sindiarge of 2.5 per cent (Re. 1-1.8 per cwt,), inipo.scd in. 
Sejjtcinber 1931, the total itnport duty amounted to Rs. 9-10 per cwt. till 31 March 
1931. 'J lie .Sugar (Excise lluty) Act, 1934, imposed, with cllect from 1 April 1934, on 
(i) hhnndsari .sugar and (ii) all other sugar except palmyra sugar, produced in a factory 
in British India, an excise duty of (i) 10 as. per cwt. and (ii) Re. 1-5 per cwt. res- 
pectively. Tlie protective duty was enhitneed to Rs. 7-12 but the .surcharge ,wa.s reduced 
to Re, h.5, i.e. equivalent to the new c.xcise duty. From February 1037, the protective 
duty was decreased to Rs. 7-4 per cwt. and a surcharge was impe«ed at the rate of 
Rs. 2 per cwt., equivalent to the increased excise duty of Rs. 2 per cwt. on internal 
production from the same date. The Indian Finance Act, 1940, raised the excise duty 
on sugar from Rs. 2 to Rs. .3 per cwt.. as iiart of additional war taxation. At the same 
tinie the import duty wa.s rai.sed by the same .ainoimt. For a critical review of the 
effect of the sugar excise dtity on the Indian sugar industry, see 15. F. Adarkar’s The 
Indian iHscnl PoHny^ pp. 248-.51. See also the chapter on Finance, in vol. II, for further 
particulars regarding the origin of the duty and the criticisms to which it lias been 
subjected; ; ; ■ 



INDIAN ECONOMICS 


146 

reprcsonli)ig aljout lls. 7 lakhj, as a fund to be distributed among the 
provinces ivhorc nvliitc sugar is produced for the purpose of assisting the 
oi'gani/ation and operation of co-operative societfes ^imong the cane- 
growers so as to help them in securing fair prices, or for other similar 
purposes. ' . . 

An inquiry was g'onducted hy the Tarilf Board in lh.')7 to determine 
the cxicrit of the protection to bo conferred on the sugar iiiciustry for 
the remainder of the period of protection, i.e. up to 31 March 1946. Its 
Report, which was submitted to the Government of India in December 
1937, was released as late as March 1939, togetherewith the decision of 
the Government. The Board expressed the view that the policy of dis- 
criminating protection in the case of the .sugar industry had been success- 
ful beyond expectation, and recommencied the continuation of protec- 
tion for the remaining period (8 years) of protection, the rate of the pro- 
tective duty being lls. 7-'4 per cwt, (exclusive of the excise; duty).! In 
view of the changed circumstances both in the world sugar market and 
ill the United Provinces and Bihar following the control and regulation 
of thg sugar industry by the Governments of these provinces, tlie Govern- 
ment of India decided to^Iix the amount oI protection at a slightly re- 
duced rate for a period of two years (subsequently extended hma furtl^er 
period of two years owing to the conditions created by the 1939-4!} war) 
from April 1939, and befoi'e the term ended a new inquiry was to be com- 
pleted. Accordingly the Sugar Industry (Protection) Act, 1989 (April), 
reduced the protective import duty on sugar from Rs, 7-4 per cwt, to 
Rs. fi-12 per cwt, (exclusive of the revenue duty of Rs. 2, equivalent to 
the excise duty). In 1941, an Act was passed by which existing duties were 
continued up to March 1942. Subsequently the qjeriod was extended up 
to 81 March 1946> 

In order to prevent unrestrained internal competition and to check a 
precipitate, fall in prices, a Sugar Syndicate was brought into existence 
comprising over 90 mills in the year 1937. The Governments of the United 
Provinces- and Bihar have passed Sugar Factory Control Acts under which 

1 S«e Report of the Tariff Hoard (Sugar Industry), 1938, pars. IS and 107. 

2 1'or the present position and problems o£ the sugar industry, especially in the 

United I’rovinces and Bihar, the following publications may be consulted: Capital 
(Indian Industries, Trade and Transport Suppiernent, December lO'lI), pp. 29-3 1 : 
Indian Finance (Eastern Group Number, December 1940), pp. 157-8 ; Reviera of the 
Trade of India pp. 63-8; and B. P. Adarkar, op. cit., pp. 257-8. It may 

be added here tfou the sugar industry did not benefit appreciably by the 1939-15 
war and has in recent years suilered from overproduction, ami to some extent from 
till! well-meant interference of the Provincial Governments in the United I’vovinccs 
amt Biliav, e.spccially in the matter of regulating minimum cane price.s. Absence of 
Govermnent control in other provinces and the defective working of the Indian Sugar 
Syudicate .-ue other factors in the situation. The policy of restricted production adopted 
by tim two Provincial Governjncnts on the recommendation of tl;e Sugar Syndicate 
and in consultation with the Sugar Commission appointed in 1940 is calculated to 
ensure the stability of the industry. 
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every iriill has (.o obtain a licence from the Government. All mills in these 
provinces have to join the Indian Sugar Syndicate and to sell their sugar 
through it. A Sugar ’Commission was also set up in 1940 with the object 
of exercising- the necessary Government control over the industry through 
tin; Sugar Syndicate. 

The Tarilf Board (1931) considered it vital to ^the success of their 
.st:iieme of ])rotection that the agriculturar and scientific aspects of the 
industry be kept in prominence. They therefore recommended an annual 
grant of Rs. 10 lakhs to the Imperial Council of Agricultural Research 
for I'eseardr in con’hexion with sugar-cane.^ The second (19.38) Tariff 
Board expressed the view that while a certain amount of progress in re- 
search work on the agricultural side had been achieved, it was inadequate, 
and recommended an allotment' of 3 annas per cwt. from the excise duty 
for central research find assistance to provincial agricultural departments. 
It is neces.sary to bear in mind that raw gur is prodheed (7,100,000 tons) 
and consumed in India on a large scale (4,454,000 tons in 1936-7), and 
hence attention must be given to the indigenous industry of g«r-making 
as well as^ to the production of cheap white sugar. The Agricultur^il De- 
partments and e, specially the Imperial Cane-bl-eeding Station at Coimba- 
tore are Concentrating tlieir efforts on the increa.se of outturn by introduc- 
ing improved, varieties of cane. The Imperial Institute of Sugar Tech- 
nology established at Cawnpore in 1936 has undertaken useful research. 
The area under improved varieties of cane in all the provinces has in- 
creased from 20 per cent of the total acreage in 1930-1 to 82 per cent in 
1938-9. The average yield per acre has not, however, shown an equally 
encouraging 'increase, having risen from 12.3 tons per acre in 1930-1 to 
15.6 tons in 1936-7.2 

It is hardly necessaiy to add that there is only a negligible export of 
raw .sugar, for the Indian populatiotr in Ceylon, the Straits Settlements 
and Fiji. Under the International Sugar Convention of 1937, > the export 
of refined .sugar by sea was banned (by the Government of India) to any 
country except Burma for d period of five years. This decision caused 
much tlissatisfaction in the coiintiy in view of the rapid expan.sion of 
its sugar industry which for its further growth now needs export markets. 
The ban on export was temporarily lifted in 1940 to enable India to 

1 See Report of the Tariff Board (Sugar Industry), 1931, par. 10,'j. In his Indian 
Tariff Policy zuith special reference to Sugar Protection (1936), pp. T35-6, B. N. 
Adai'kar writes: ‘The (sugar) industry has now reached a stage in which a more 
liljcval expenditure on research by Government and industrialists ,on its agricultural 
and in.-mufacturing side is likely to be of much greater benefit than the continuance 
of protection at it.s pre.seiit level.’ It may he added that utilization of by-products such 
a.s tnola.sses and begasse is essential for reducing the cost of sugar and raising the 
efficiency of the industry. The po.ssibilities of manufacturing power alcohol from the 
former and paper from the latter need to be systematically explored. (Begasse i.s the 
re.sidue fibrous matter remaining after the cane is crushed. It is at present used as 
fuel for generating steam in factories.) ' 

SB. B. Adarkar, op. cit„ pp 216-17. 
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export 2 lakli tons of sugar to the United Kingdom in the conditions 
crciated l)y the war. The Sugar Syndicate could not, iiowever, avail itself 
of this ))ennission owing to the low price offered by the British Govern- 

Tn 1912, a consideraltle export of Indian sugar tlitougit (he Govern- 
ment oi Imlia to nn;et the war demand in the Middle and Near K;\sL at 
prices alrovc the niiniminn pric:e fixed by the Syndicate wa.s in evidente, 
dislocation of the export of sugar from Java being a new factor in the 
present situation. As a result of the termination of the International 
Sugar Agreement tvliich expired in Augtist 1942, Iritlia is now at liberty 
to export sugar by sea. This liberty, however, is of no practical value now 
(1949) „ as Indian production is not enough even for home consumption. 

II. Non-food crops— (i) Coffee,— The ofigin of the coffee industry in 
India is obscure. It is commonly believed that it "was introduced into 
India in the sixteenth century by Baba Budan returning from his pil- 
grimage to Mecca, ft is, however, only from 18.80 that the systematic cultiva- 
tion of coffee tl;Lte.s. A large area was put under coffee in Mysore, Coorg 
and the Nilgiris. The industi 7 reached it.s zenith in 1862. After this date 
decline set in owing to tlie appearance of a destructive beetle. Latterly 
also the imirort of cheaper Brazilian coffee in the European niArkets has 
adversely affected Indian cultivation, which has gone down. In .some of 
the coffee-growing areas, coffee has been replaced by tea. In 1940-1 the 
area under coffee in the whole of India was 181,200 acres, the principal 
regions being the Mysore State 96,200, Madras 44,600, Coorg 37, .'500, Cochin 
1,800, and Travancore 1,000. In 19.39-40, 168,000 cwt. was exported from. 
British India valued at Rs. 73 lakhs as compared with 293,000 cwt. valued 
at Rs. 192 lakhs ,in 1930-1. The principal markets for Indian coffee a.s 
usual were the United Kingdom and France. In order to help the Indian 
coffee industry in its jn’esent difficulties the Assembly passed the Indian 
Coffee Ces,s'Act in September 1935. The fund rai-secl by the cos.s— one rupee 
per cwt.— is administered by the Indian Coffee Cess Committee and is 
applied not only to propaganda but also to* the improvement of market- 
ing, to agricultural and technological research and to promoting the indus- 
try in every possible way. Owing to the war, exports declined to 48,700 
cwt. in 1941, production being 280,700 cwt. 

(ii) Tea.— Perhaps with the single exception of China, India i.s the 
largest tea producer in the world. During the latter half of the* eighteenth 
century, Chinese tea formed an important and lucrative br:inch of the 
export trade of ^he East India Company, Towards the end of the century 
a suggestion was made to develop an alternative source of supply in India. 
It was, however, only in 1834 that the matter was taken up seriously at 
the instance of Lord William' Bentihck. Government plantations grow- 
ing Chinese seed were established in Assam, the existence of the indigen- 
ous plant in Assam being yet unknown. In 1852 it was finally established 
that Indian tea could compete with Chinese tea in the .London market. 
With the rapid progress of the industry, Government connexion with 
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k ceased in 18G5 and it has since been mainly financed and managed by 
European business firms. The tea industry enjoyed a long spell of pros- 
perity u'iih grooving internal consumption and foreign exports. In IfiiO-l, 
the area under tea was 8.^3,200 acres, of which Assam contributed 438,300, 
Bengal 200,800, Madras 79,200, Travancore 77,000, the Punjab (Kangra) 
9, .500, and the United Provinces 0,600 and the total yielid rvas 46.3.88 million 
lb. In 1940 the production was 464 raiilion lb. In 1941 the area was 834,000 
acres and production increased to 501 million lb. ‘ Every garden of any 
imjjortance has its own factories, where tea is prepared for the market, 
as it is essential tlmt the various processes should be carried through 
immediately after the leaf ha.s been plucked. The better organized fac- 
tories are elaborately equipped wdth highly specialized plant and are under 
the supervision of expert tea, makers.’ There is a large export trade in 
tea, especially with the United Kingdom, which took 30 per cent of the 
total Indian exports in 1939-40 representing 79 per cent of the total 
production (4.52 million lb.) leaving the balance for domestic consump- 
tion. In 1929-30, 376.63 million lb. valued at Rs. 26 crores was exported. 
Subsequently exports declined otving to diminished purchasing power 
of consumers and restrictions on foreign trade. On the whole, however, the 
tf.'*i industry was not depressed to the .same extent as most other industries, 
thanks to the adoption of the international scheme for the regulation of 
export.s of tea adopted in May 1933 with fixed export quotas assigned 
to the tea-exporting countries. The export control scheme was extended 
for a further period of five years from April 1938 and subsequently for 
a period of two years after the cessation of hostilities.* Exports abroad 
in 1939-40 amounted to 357 million lb. as against nearly 348 million lb. 
in the preceding year, the corresponding increase in value being from 
Rs. 23.29 to Rs. 26.08 crores. The war demand accounted for the in- 
creased export of tea and the rise in its price. Exports of tea in 1940-1 
increased to Rs. 27.73 crores in value. In 1941-2, they further increased 
to Rs, .39.57 crores, the amount exported being 382 million lb. The tea 
industry benefited considerably by the second world war. Tea is thus 
an important staple export. Its consumption hi India is also rapidly grow- 
ing, thanks to the activities of the Indian Tea A.s.sociation, to which 
the proceeds of a small cess, levied since 1903 on Indian tea exported from 
India at the; recfucst of the industry, are handed over. The rale of the 
cess was increased from 8 as. per 100 lb. to 12 as. per 100 lb. in April 
1935. The Association utilizes part of the motley to promote .the sale of 
Indian tea in foreign markets, e.g. in the IJ.S.A. 

(iii) Oil-xeeds.— India grows a variety of oil-seeds, "such as linsc:ed, 
sesaruum, rape and mn.stard, groundnut, coconut, castor, cotton seed, 
nioiura, niger, coriander, cummin, u/wati and /eard/. They accounted for 
a total area of 10.70 million acres in British India in 3940-1. A fairly 

I The Indian legisliUiirc passed the Indian Tea Control Act to regulate the produc- 
tion and marketing of tea in 1938. 
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large quantity is exported, annually. Oil-seeds occupied the fourth place 
among Judiaa export.s of all kinds during 1940-1. As coniparcd with the 
average during the period from 1909-10 to 1912-14 (4, 45;!, 000 tons valued 
at; Rs. 2i-.37 crorcs) the exports of the various kinds of oil-seeds have 
showed a intirked tlecliuc. For example, the total exjJorts of oil-seetls of 
all kinds amounted to 073,000 tons (valued :it Rs, 10.29 crorcs) in l935-t!. 
r,esid(;s the trade depression, ^he regulation or restriciif)n ol' iin))ovis 
into European cc)iin(.rics, especially Germany, Ihaiice and Italy (hcfoie 
the 1939-45 war), meant a curtailed demand for luditiu oil-seeds, ‘rhere 
was some improveincut in 1933-4 and again in 193/9-7, due partially to 
the increased exports of Indian linseed which enjoyed a particularly 
favourable position owing to the shortage of the Argentine crop and the 
10 per'cetit (Ottawa) preference obtainingjq, the United Kingdom market. 
The year 19.‘i7~8, however, registered a decline of 18«per cent in quaittity 
and 24 per ctmt in wiluc, owing to the fall in the price of groundnut and 
diminished t;x ports of linseed and groundnut. The situation imjjroved. 
in 1 9.38-9; Inalx these si;etls, which formed the bulk of these export, 
recorded .substantial increases following a good crop of groundnuts in India 
and if short crop of linseed in Argentina. The total exports of oil-sced.s 
declined in 1939-40 by 29 per cent in quantity and 21 per cent in valye 
and amounted to 849,000 tons valued at Rs. 11.84 ]akh.s. Supplies were 
generally novnitd but the dislocation in the crushing industry of Etirope 
brought about Ijy the war adversely affected the exports. Exports were 
further adversely affected in 1940-1 owing to the closing of the Continen- 
tal market to Indian oil-seeds. The proportion to total jnoduction of 
oil-seeds exported varies considerably with the different seed,s. Linseed 
is grown largely for export. Exports represented 46.9 per cent of total 
production in 1939-40. Since 1939-40 there has been considerable reduc- 
tion in acreage, partly as a result of propaganda for the reduction in 
acreage on account of the lack of shipping space for exports and also 
as a result of the Grow More Food campaign. There is also a considerable 
export of groundnuts (before the 1939-45 war France was the best cus- 
tomer), the percentage of exports to total production being 18.3 per cent 
in 1939-40. Exports of rape.scecl and mustard and sesamum are negli- 
gible, being only 2.2 per cent and 0.8 per cent of total production res- 
pectively in 1939-40. 

It is feit that India does not yet make the best u.se of her ,oiI-sced re- 
sources, thqugh attempts have been made to develop a local oil-cnishing 
industry.^ In the We.st, vegetable oil is today put to many uses; for ex-, 
ample, in America cotton seed is crushed, the oil used for edible purj)ose.s, 
and the cake as manure or cattle food, whereas in India a large propor- 
tion of cotton seed is exported. The. export trade in oil-seed.s, winch i.s 
mainly with Continental, countries,, was considerably affected c;ven by the 
war of 1914-18. Apart from tire collapse of the European demand, that 


.See vol. U, cli. ii, §31. 
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■war broiit^ht about a change in the conditions of the trade. By stimulating 
(lu; dcvoloj)incnt of refining processes it increased considerably the inter- 
rliangcaln'bty of oils.; for example, palm and rapeseed oils were thns 
added i.o the category of edible oils. It also developed many other sources 
of oil-seeds. This, to some extent, adversely affected India’s favourable 
position ))cr(>rc lill'l~1.5. Indian linseed has now to meet the competition 
of Argentiniiui linseed, the area ttnder which has been steadily increasing. 
j\s pointed out above, however, since 1933 Indian linseed has enjoyed 
a 10 per cent preference in the United Kingdom market. In sesamum the 
Chinese competition,>,and in groundnut the West African, have now to be 
reckoned with by Indian exporters. Other vegetable products grown in 
China, America and West Africa are also being exploited to produce oils. 
Lastly, rape and mustard have Jreen displaced to some extent by glomrd- 
nut,’ „ 

The 1939-45 war, by closing down the Continental market to Indian 
oil-seeds, has greatly increased the urgency for developing the Indian oil- 
crushing industry. The rise in price of imported mineral oils and short 
.supply of kerosene and lubricating oils together with efforts made towards 
finding industrial uses (like chemical ghee) ijpr groundnut oil led’ to a 
bigger demand for vegetable oil in India. For instance, groundnut alone 
regi.stered an increase of 2 million acres during 1942-4. Research work 
in this line has been undertaken by the Board of Scientific and Industrial 
Research, established in 1940 (see vol. II, ch. i, §13). 

We will now give a few details about the principal oil-seeds grown 
in India : 

(a) Linseed is cultivated for its seed and not for its fibre. The bulk 
of the seed and the resultant oil and cake are exported. The total area 
(including Indian States) under linseed was 3.6 million acres in I940-I 
(the Central Provinces 1.26, Bihar 0.58, the United Provinces 0.91, ^ 
Hyderabad (Deccan) 0.41, Bombay 0.12, Bengal 0.16). In 1939-40, 219,000 
tons valued at Rs- 3.18 crorcs were exported as compared t4ith 318,000 
tons valued at Rs. 4.40 crores in 1938-9. 

(5) Se.samum {til or jinjily) is grown in nearly all provinces, especially 
Madras 0.73 million acres, the Central Provinces 0.47, Bombay 0.17, Bom- 
bay States 0.32, Hyderabad (Deccan) 0.42, the LTnited Provinces L18,'* 
the Punjab 0.10, Bengal 0.18, Bihar 0.11, Oris.sa 0.10. The .'icreage was 
4.09 millions in 1940-1. About 50 per cent of the world’s supply is pro- 
vided by the British Commonwealth, and India contributes hall' of this. 
Exports have experienced a serious fall in recent years, and amounted to 
only 4,000 tons valued at Rs. 7 lakhs in 1939-40 as compared to 8,000 tons 
valued at Rs. 15 lakhs in 1938-9. 

1 Sec Enr.yclojucdia liritannica, thirteenth edition, article oti Oils and Fats; and 
CJadgi], Inchtslrinl Evolution of India, ch. xv. 

2 Includes O.OS million acres of mixed crop. 

S Includes 0.98 million acres of mixed crop. 
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(r;) Rape and miistiU'd together accounted for G. 18 million acres in 
1940-1 (inclLiding 2.50 million' acres of mixed crop in the UniLcd Pro- 
vinces),, the jnincipal ai'ea being the United Provinces 2.80 (including 
mixed cro])). Other .sources are; Bihar 0,50, Bengal 0.77, Punjab 1.11, 
Assam 0.11. In the period from 1909-10 to 1913-14, about 20 per cent 
ol the total production was exported. Now the proportion has lallen to 
Ic.ss ihati .5 per cent, fxiing 4 per cent |n 1936-7 and 2.2 per cent in 1939-'10. 
Ill the hatter year exports totalled only 22,000 tons valued at Rs. 3," lakhs. 

(d) Groundnut, one of the most important of our oil-seeds, has shotvn 
striking expansion in recent years. The total area of 8.77 million acres 
in 1940-1, as compared with 1.40 million acres in 1918-19, was mainly 
distributed as follows : Madras 3.62 millions, Bombay 1.42, Bombay States 
1.01, 'Hyderabad 1.67 and the Central Prpvjnces and Berar 0.24 million 
acres. The crop is assuming an economic importance of the first magni- 
tude in some of the ^irovinccs and is competing even with cotton. There 
was a considerable decline in exports and area about the end of the last 
century on account of marked deterioration of llte indigenous varieties. 
The succe,ssful introduction of disease-resisting exotic varieties from Sene- 
gal anil Mozambique, however, led to recovery and steady expansion tiftcr 
1901. There was, however, a set-back owing to the tracic; depression qf 
1929-33. In 1936-7 there was some recovery. This was lollowed by a set- 
back in 1937-8. The recovery in 1938-9 was not maintained in 1939-40, 
as is shown by the fact that exports in that year totalled 549,000 tons 
valued at Rs. 7.19 crores as compared to 835,000 tons valued at Rs. 9.9,3 
crores in 1938-9, The di.slocation created by the war was re.sponsible for 
thi,s decline. About three-fourths of the crop is retained for home con- 
sumption, the remainder being exported. The Department of Agricul- 
ture has succeeded* in increasing the yield of groundnut even on light 
soils, on which it has been found to grow tvell. 

(iv) Fibres. —These constitute an important group of crops, accoimi- 
ing for 7.7 Jsor cent of the area cultivated in British India in 1940-1 as 
compared jvith 5.9 j^er cent in 1901-2. ' 

(a) Cotton is the premier fibre crop of India. In 1925-6 the area 
under cultivation was 18.18 million acres, and in 1940-1, 14.08 inillion 
acres in British India alone, and 28.40 and 23.28 millions respectively 
if the area in the principal Indian States is included. Tlie yield of the 
crop in the same years was 6.21 and 6.90 million bales of 40Q lb., each 
rcspectively.,Rccently there has been much reduction in the acreage under 
cotton due to the Grow More Food campaign and also compulsorily under 
Government legi.dation, as for example in Bombay province. I'here is a 
large export ti’ade in raw cotton, about 60 per cent of the cro[) licing sent 
out. Indeed, cotton until recently was the first article of tlie export trade 
of India, and there was a striking increase in the value of the exports 
during the years preceding the trade depression (1929-33). Exports rose 
from 440,000 tons valued at Rs. 24.97, crores in 1915-16 to 740,000 tons 
valued at Rs. 95 crores, a record figure, in 1925-6. In subsequent years. 
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owing' to various lactors, such as the trade depression, the financial crisis 
in japan, increased consumption by Indian cotton mills, higher parity 
()(! Indian cotton as^compared with American cotton for some years, and 
large: cotton o'ops in the U.S.A. in certain years, exports of cotton have 
declined both, in quantity and value. The year 1932-3 witnessed the 
lowest figures (in the inter-war period), viz. 368,000 tons valued at R.s. 20.37 
crores. A certain recovery was in evidence after 1933-4. The l)aycott of 
Indian canton by Jajxm for about .six months during 1934, as an act of 
reprisal against India’s decision to 'abrogate the Trade Convention of 
1904 with Jajian, fos a time unsettled the cotton market in Bombay. The 
boycott was withdrawn early in Januaty 1934 following the new Indo- 
japanese Trade Agreement under which the quantity of piece-goods im- 
ported into India from Japan, was linked with the quantity of Japan's 
jDurchases of Indian, cotton. Thus in lieu of a basic allotment of 325 
million yards of Japanese cotton piece-goods exported to India, Japan was 
bound to buy 1 million bales of raw' cotton from India. The Agreement 
w'as renewed in 1937, the basic import quota of cloth being reduced to 
283 million yard.s orving to the separation of Burma from India with 
dfect from 1 Ajrril 19.37.^ The exports of Indian cotton, which totalled 
4.44 rnillion bales in 1936-7, declined to 2.73 million bales in 1937-8, 
and 2.70 million bales in 1938-9. The decline was due to the contraction 
of purchases from Japan, which tvas the best customer for .India's cotton, 
following war-time economic measures (.such as import restrictions and 
exchange control) after the start of the Sino-Japanese war. Japan’s pur- 
chases, which amounted to 2.33 million bales in 1936-7, declined to 1.36 
million bales in 1937-8, 1.21 million bales in 1938-9 and 1.06 million 
bales in 1939-40. Owing to the activities of the Lancashire Indian Cotton 
Gommittee, exports to the United Kingdom steadily advanced from 342,000 
bales in 1933-4 to 610,000 bales in 1936-7. In 1937-8, these exports de- 
clined to 395,000 bales, but showed an improvement in 1938-9 and 1939- 
40, being 411,000 bales and 472,000 bales. The Continent, belore the loss 
of this market during the sacond world war, was an importai\t buyer of 
Indian cotton. Total shipments of raw cotton from British India ad- 
vanced from 2.70 million bales (or 483,000 tons), in 1938-9 to 2.95 million 
bales (or 526,000 tons) in 1939-40, an increase of 9 per cent. The value 
of exports rose by 26 per cent from Rs. 23,86 crores to Rs. 30.11 crores. 
Although ^[apan took less cotton, China increased her purchases from 
193,000 bales in 1938-9 to 681,000 bales in. 1939-40. The United Kingdom 
and Frame also increased their purchases. Tire value of cotton exports 
declined by Rs. 64 crores in 1940-1, mainly ownng to the loss of the Con- 
tinental market and reduced purchases by Japan. The decline in value 
ivas also the rcsidt of the big drop in the price of cotton (e.g. Broach) 

■J farther details regarding; the Indo-Japan Trade Agreements of 1934 and 1937, 
and the reqni.wte .six months’ notice of termination of the Indo-Japanese Trade Con- 
vention of 19,34 in July IWl, see vol. II, cli. vii, §13. < 
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%vhidi stood at Rs. ICO per candy at the end of June 1939 (i.e. before 
the war), rose (o the peak level of Rs. 337 only in January 1940, and 
then dcclinwl to Rs. 1.5G at the end of June 1940. These violent Iluctua- 
lions wine larj^oly due to war-time speculation, and the loss of the Con- 
(iin.'iital market. The price of -cotton, after rallying at about Rs. 230 in 
July-August 1941, following increased consumption by mills in India, 
dcciiiKHl to Rs. 185*111 March 1942, owing to the loss of the Japanese 
market as a result of the outbreak of war with Japan. The anxious situa- 
tion tlius created, especially in the case of short-staple cotton, which i.s 
.aptly called ‘ oiphan ’ cotton, engaged the attention ,»of the Government 
of India, which in January 1942 announced the doubling of the import 
duty on raw cotton with a view to establishing a separate fund. The fund 
w.as to 'be used for financing suitable measures, including purchases by 
the Government, for the benefit of the grower of short-staple cotton, ivho 
tvas advisctl to change over to other more useful crops, preferably food 
grains. Owing to the continued policy of Government restricting the 
acrcrige under cotton in onler to pi’omotc production of food-grains and 
improvement in off-take in the internal as well as foreign markets the 
Indian" cotton-growers’ prospects of gain appear to be reasonably bright. 

The area under cotton has increased considerably in certain tracts at 
the cost of food crops. The average of the years 1895-1900 was 13.86 
million acres, while 28.40 million acres was returned as being under 
cotton in 1925-6. In 1940-1 the estimated area under cotton was 23.28 
million acrCsS and 14.8 million acres in 1945-6. The principal cotton areas 
of India are Bombay 3.5 million acres, Bombay .States 1.47, the Central 
Provinces and Berar 3.3.3, Hyderabad 3.19, the Punjab 2.64, Central India 
States 1.04, Madras 2.22 and Punjab States 0.65 million acres in 1939-40. 
So far as the area Under cotton and total outturn go, India stands next to 
the United States of America. Indian cotton is for the most part short- 
staple, the lint being short and coarse in fibre as compared with that 
of American' and Egyptian cotton. It was therefore unsuited until recent 
years to the manufacture of cloth of higher counts such as is turned out 
by the Lancashire mills. The yield of cotton per acre in India is, how- 
ever, low, being between 7.5 and 100 lb, of lint cotton, as compared with 
180 lb, in the United States and 300 to 400 lb. in Egypt. The Agricultural 
Department— wliich Avas indeed started originally on the initiative of 
Lancashire— has for some years directed its efforts towards the improve- 
ment of the^ quality and the increase of the yield per acre of the indigen- 
ous varieties. It has also tried to introduce exotics— especially long-staple 
cotton— aird to produce hybrids. Conditions in many parts of India are 
not favourable to the cultivation of the exotic varieties, and greater 
attention has therefore to be paid to the improvement of the indigenous 
varieties. Egyptian and upland American cottons have been introduced 
in Sind, the latter with most prospect, of success. The completion of the 
Sukkur Barrage irrigation project was expected to increase the area under 
such cottons, the yie.Id being estimated at 549,000 bales per year. Another 
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notable adiieveraeiit is the introduction of Cambodia cotton into Madras 
since 1904. In Bombay, the Punjab and tire United Provinces also, Ameri- 
caji cotton lias been' introduced. The doubling of the duty on imported 
raw cotton in March 1939 was intended to give some protection to the 
Indian cultivator of long-staple cotton. There has been a great iinprove- 
meul. during recent years in the production of medium-staple cotton and 
jnosficcts of further imjnoveinent are brjght, though one danger is (hat, 
owing lo i,hc low prices secured for this cotton, the growers may revert 
to the short-staple Indian cotton for which the demand is constant, though 
not capable of any gi’cat expansion. Recent tests conducted in Lancashire 
have proved that certain types of Indian cotton-like the best Punjab. 
American, Madras-Cambodia and a Surat variety— can be used for spin- 
ning yarns of higher count. Pore Indian cotton is now consumed ’by the 
Lancashire mills than before, owing to the efforts of the Lancasliire Indian 
Cotton Committee since its establishment in 1932. Tl>e Bomhay-Lancashire 
Textile Agreement (commonly known as the Mody-Lees Pact) of 1933 
was intended to popularize and promote the use of Indian raw cotton 
in the United Kingdom.^ The Indo-British Trade Agreement of 1939 
linked up exports of raw cotton from Inclm to England with imports 
o| cotton piece-goods from Lancashire.^ 

The war of 1914-18 brought into the foreground the cpiestion of mak- 
ing the British Empire self-supporting in respect of its cotton supply. 
7’his, among other reasons, led the Government of India to appoint the 
Indian Cotton Committee, in 1917, to examine the possibilities of increas- 
ing the supply of long-staple cotton in India, to suggest improvements 
in the existing methods of ginning and marketing, and to make recom- 
mendations in regard to the prevention of adulteration, clamping and 
mixing, etc. The report of the Committee, which was Issued in 1919, was 
divided into two parts, agricultural and commercial. The Committee, 
desiring to secure an adequate price to the grower, especial!;^ of pure or 
superior v’ai'ieties of cotton, made a number of helpful recommendations 
in favour of open markets c»n the Berar model to ensure full , knowledge 
on the part of the purchaser iii regard to the stuff he was buying, the 
extension of co-oi^erative sale societies, licensing of cotton ginning and 
pressing factories and restrictions on transport of cotton to prevent the 
malpractices of adulteration, mixing and clamping. The inijjrovement of 
the cotton, trade by the organization of a Central East India Cotton 
Trade Association in Bombay was also recommended. Las tly^ the estab- 
lishment of a permanent Central Cotton Committee to ensure closer touch 
between the Agricultural Department and the cotton trade evas suggested. 
The Committee, consisting of 20 official and non-official members, it was 
suggested, should be an advisory body which shoidd. be consulted by the 
Government on any proposed legislation and on the working of the 
licensing system. The Committee would carry out authoritative valuations 


rSco vol. It, ch. vji, §(>. 


siSee vol, II, chs. ii, §13, and 
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ol' new varicl-ios ol' (.otlou and sjjinning tests. After some delay, action was 
taken on the pio|rosals of the Committee. The East India Cotton Trade 
Assoeiaii<ms was formed in 1922. The Central Cotbou Committee lield 
its lirst meetijig in 1921 in Bombay- The Committee proitiotcd u Cotton 
Transport .Act (192.H) to prevent the adulteration of cotton, which, hav- 
inf>' been applied in^the first instance to Bombay, where it met with en- 
eoLiniging success, was extended ,to Machus. A Cotton Cinning ;ind Fre.ss- 
ing Factories Act—a corollary to the ^Transport Act— was entteted in 192r). 
Tlie Indian Ccritrtd Cotton Committee has established :i technological 
hiboratory in Bombay to carry out spinning tests, etc. In co-operation with 
the Central India State.s, the Committee has started experimental work 
on cotton through the agency of the Institute of Plant Industry at Indore, 
Special' researcii schemes in various provinces are also being promoted 
by the Committee. Its activities are financed out of the proceeds of a 
small cess of two annas per bale on all cotton used in mills in ‘ British ' 
India and exported from India. In Bombay, a Cotton Markets Act was 
passed (1927), and the necessary rules under the Act were issued by the 
Goveinmont of Bombay. The provisions of the Act, which, were in force 
in three cotton centies in rthe province, were, in 1999, incorporated: in 
the Bombay Agricultural Produce Markets Act. Similar Acts have bceji 
p.issed in the Central Provinces (the Central Provinces Cotton Market 
Act) and Madras (the Madras Commercial Crops Market Act). The only 
comment that w'e need make here relates to the necessity to devise measures 
for the use of improved varieties of cotton in the country itself with a 
view to lessening our dependence upon foreign cloth. We are also depend- 
ent on foreign cotton for the manufacture of cloth of superior quality 
in our mills. 

(/;) Jute is the next most important Indian fibre after cotton. India 
enjoys a monopoly as the world’s sole jjroducer of jute. Its cultivation 
is restricted to the Gangc.s-Brahniaputra delta in Bengal, the province of 
As.sam with the adjoining Indian State of Coocli Bihar, Bihar, and Orissa. 
The soil here is enriched by alluvial dejro.sks brought by river inunda- 
tion andis thus .suited to grow this exhausting crop without any expen- 
diture on niamirc. In 1940-1 the total area under jute was estimated at 
.Ifit) million acres. Although the acreage during the years 1931-7 was 
considerably cunailed, owing to the severe slump in prices and the dc- 
pres.sioTi in the jute manufacturing industry following the wc|rld econo- 
mic cri,si.s oj,' 1929-3.3, a vigorous campaign lias been in progress in oi'der 
to improve the jiosition. The Bengal Government announced in Septem- 
ber 1934 a scheme of voluntary restriction of the 193,'5 crop, in order to 
aiisist the recovery of the price of raw jute, and carried on propaganda 
in I'avoiir of it for three successive .seasons. Although this voluntary ed'orc 
was considered by critics to be a failure, it may lie said to have had a 
negaiivc value. Owing to the fluctuations in the price of rarv jute and 
the demand foi- it during the 1939-45 war, the Government of Bengal 
secured the enac.tmcnt of the Bengal Jute Regulation Act (August 1910), 
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Tvhidi ivas applied on a compulsory basis to the crop grown in 1941 in ilu; 
interest ol. the growers, Bengal accounts for the bulk of the area under 
jute (.‘1, 007,000 , acres in 1940), the other jute-growing provinces being 
Bihar (282,000), Orissa (28,000) and Assam (363,000). The Indian States 
oC Coocli Bihar and Tripura had 46,000 and 18,000 acres under juie 
respeci.ivtly. I'hc introduction of jute cultivation in, the Ganjar tract of 
the United Province.s has proved a. success. The area under jute and 
the yield of hbre have largely increased during the past 60 years. 

The export aspect of the crop is only second in importance to tliat of 
raw cotton.t In 1928‘-9, 898,000 tons of raw jute valued at Rs. 32.35 crores 
were exported. The corresponding figures for 1932-.3 were only 563,000 
tons valued at Rs. 9.73 crores. The decline was due to acute depression 
in the jute industry both in India and in the consuming countries,' There 
was then some recovery in the quantity of raw jute exported, which 
increa.sed to 821,000 tons valued at Rs. 14.77 crores 'in 1936-7. The busi- 
ness recession of 1937-8 again adversely affected exports, which declined 
to 747,000 tons valued at Rs. 14.72 crores in 1937-8, and to 690,000 tons 
valued at Rs. 13.40 crores in 1938-9. In 1939-40 exports of raw jute were 
smaller by 18 per cent in quantity (568,000 tons) as compared to tire 
previous year, but their value registered an increase of 47 per cent (Rs. 19.73) 
crores. This is explained by the big spurt in the price of raw jute after 
the declaration of war in September 1939. Owing to hectic speculation 
the price of raw jute advanced from Rs. 9-4 (tops per maund) in June 
1939 to Rs. 19-8 early in Januai 7 1940. There was a similar increase in 
the price of jute rnanufactui'es. The steep rise had an injurious effect on 
the demand from overseas customers. This, coupled with the slowing 
down of the overseas orders for sandbags and the closing clown of the 
Continental markets, adversely affected the position "of both raw jute 
and jute manufactures, as indicated by the steep recession of prices and 
the big drop of Rs. 12 crores in the value of raw jute exported from India 
in 1940-1.“ 

Germany (before 1939) and the United Kingdom were thq principal 
customers for India’.s raw jute, other importing countries being Spain, 
France, Japan, China, the United States, Italy, and Belgium. The export 
of raw jute commenced as early as 1795, but the quantity was small to 
begin with. The demand on the part of the Dundee power-looms had 
come to be considerable by 1832. The hand-loom industry in Bengal 
had, however, still sufficient vitality tip to 1850 to ensure an excess of 
exports of manufactured jute goods over those of the raw material. The 
cutting off of the United Kingdom from the supplies* of Russian flax 
during the Crimean War led. to the exploitation of jute as a commercial 

1 Expons of raw jute aud jute raanufactiires together occupy the first place iu 
India’.s export trade. 

a See vol. II, di. ii. §18, for further particulars of the effects of the second world 
war on tlie jute industry. Government control over prices Of raw jute and jute nianu- 
facturcs and legislation to regulate tlie cultivatioa of jute in fiengal. 



158 


INDIAN ECONOMICS 


fibre; oi' the first importance and resulted in increased exports of raw 
inte, wliich totalled nearly 900,000 tons in 1908-9, the two principal cus- 
tojners being the United Kingdom and Germany. * During the war of 
19I1-1K exports declined considerably, but there was recovery afterwards 
iiuiil the tie[)rossioii of 1929-33. The progress of the jute manufacturing 
intlust.ry will be trtnjt'd elsewhere (Vol. H, ch. ii). It may be pointed out 
here, horvever, that the jute industry had shown uninterruptod progress 
until it was caught up in the trade, depression of 1929-33. In the years 
hd'ore the war of 1914-18 Indian manufactures of jute increased faster 
than the exports of raw jute, a tendency further stidmlated by that war 
and post-war developments. The consumption of raw jute in India has 
been .steadily increasing, being 141 per cent more than the exports in 
1'J39-'10. The search for a substitute for -jute, which was intensified by 
the recent steep rise in the price of raw jute, has not met with any 
marked, success. With a view to preventing any possible loss of markets, 
the Indian Central Jute Committee, which commenced its work at the 
end of 1936, started a technological laboratory under expert manage- 
ment for continuous research work on jute and jute products. 

(v) /wdigo.— Indigo ha.? had a highly chequered history, which goes 
liack almost to the beginning of the Christian era. 'Originally the indivs- 
try in western India was in Portuguese hands, but about 1778 the East 
India Company revived it in Bengal and gave it direct encouragement 
for the next 20 years, and when about 1837 the industry migrated to 
Tirhut and the United Provinccts, India recovered the foremost place 
among the indigo-producing countries of the world from which she had 
been temporarily ou,5ted by the West Indies. India’s position remained 
luuissailed . , , until German laboratories found themselves in 1897 at 
last in a position t'o produce indigo (indigo had actually beeit synthesized 
nearly 30 years earlier) on a commercial scale. The fate which had already 
overtaken the madder and the lac-dye industries thereupon threatened 
the factories of Bihar.'i The Indian exports were seriou.sly allectcd. Until 
1907-8, indigo represented more than half the value of dyeing and tan- 
ning materials exported, but in 1913-14 this percentage had fallen to 
<3ue-firth. The area under cultivation felT from 1,688,901 acres in 1896-7 
to 172,600 acres in 1913-14 and the exports from 169,523 cwt. to 10,939 
cwt. I’ho natural indigo industry received a temporary stimulus from 
the war of 1914-18 which closed the markets of the world to tlm synthetic 
substitutes and raised the price of indigo. There was a partial recovery 
made by the area under cultivation, which rose to 700,000 acres in 1916-17, 
and by the expofts, which ro.se to 41,932 cwt, in 1915-10. However, there 
has again been a set-back since the close of the war of 1914-18. Exports 
of indigo have been insignificant in recent years, the value of exports 
being only Rs, 17,000 in 1939-40 as coiriparied with Rs. 41,000 in 1938-9. 
Opinions differ regarding the pro.spects of the industry, wdiidi do not 


..See Cotton, op. cit., p. 204, 



A GIUC ULTURE : PRODUC TION AND EXPQR T 159 
seem 1.0 be bright. Salvation lies only in cheaper production both as rc' 
gards (aiitivrition and manufacture. In 1915 the Delhi Confetence con- 
sidenal tlie question of assisting the industry from three points of view 
—agricullme, research and commercial. In 1918, an indigo cess was levied 
on exported indigo, the jrroceeds of the dtity to be expended by the Gov- 
ernment of India on scientific researcli work in conne:^ion with the: cultiva- 
lion ami mami I'acUu'C of indigo. , , 

'riie tertal area reported under indigo cultivation in 1940-1 was only 
GO, 000 acres, the principal contributors being Madras, the United Pro- 
vinces, Bihar, the Punjab and Bengal. Bihar is the most important from 
the point of view of foreign trade and it is here that the dye is systemati- 
cally extracted and marked under European supervision. The bulk of 
the indigo produced in Biharx factories was, before 1939, exporte'd from 
Calcutta, chiefly to Greece, the United Kingdom, Egypt, Yugoslavia, Japan 
and Aden. : 

(vi) Opium.— The area under opium has declined progressively as a 

result of the Government policy of stopping all exports to China under 
the agreement of 1907 with that country and eventually (by 1935) with 
all other countries, and of controlled interrSil consumption. In British 
I.jrdia there has been a striking decline from 614,879 acres in 1906-7 to 
7,138 acres in 1939-40. The cultivatioit of the poppy is carried on under 
a .system of Government licences and is now practically confined to the 
United Provinces (5,834 acre.s), the Punjab contributing 1,304 acres. Only 
644 chests , or 825 cwt. of opium were exported in 1934—5 as compared 
tvith 2,823 chests or 3,524 cwt. in tire preceding year and the average of 
51,000 cwt. in the quinquennium 1909-10 to 1913-14, valued at Rs. 9.97 
crpres. There has been no export of opium on private account since 
1935-6. India has thus made a big sacrifice of revenul derived from the 
export of opium, in order to cany out her obligations under interna- 
tional agreements. ; 

(vii) Tobacco.— The tobacco crop is believed to have been introduced 
into India by the Portuguese early in the seventeenth century. Since the 
days of the East India Company, the Government directed their efforts 
towards improving the indigenous methods of curing and manufacturing 
and towards providing a better quality of leaf. There are two principal 
ccnti'cs of the tobacco industry, eastern and northern Bengal and southern 
India. In, 1939-40, the total area reported under tobacco was 1,310,000 
acres, the leading contributors being Madras, Bengal, Bihar, Orissa, Bom- 
bay, the United Provinces, and the Punjab. The bulk of the tobacco 
grotm in India is consumed locally, hut there is an exp?)rt ti-ade of some 
value in unmanufactured tobacco, chiefly from Madras. In 1939-40, 57.6 
million lb. of tobacco valued at Rs. 181 lakhs was exported. In 1942-3 
the value of exports was Rs. 149 lakhs as against Rs. 220 lakhs iti 1941-2. 
In 1943-4, exports of tobacco, were considerably less than in the preced- 
ing year amounting to 16.9 million lb. valued at Rs. 76 lakhs, as against 
38.2 million lb. in 1942-3. Of the total quantity shipped in 1943-4, un- 
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inauiifrulurcJ toliacco represented 94 per cent, exports of which decreas- 
ed in c|uamily from 37.1 million lb. to 16.0 million lb. and in value 
iron) Us. l.hS lakhs to Rs. 58 lakhs. Exports to the ‘United Kingdom de- 
(lined Iieavily from 26.3 inilimn lb. in 194 2-3 to 4.5 million lb.' As regards 
iii.-inufacuned tobacco, the value of imports has ahvays exceeded that o( 
expot ts, ;nid the diilerence ha.s recently been accentuated by tlie increased 
constnnption of cig;ii-eites. In 1929-80, India imjjorted 5.3 jviillion 11). of 
dgtircttes valued .at Rs. 21.3 lakhs, and 4.8 million 11). of tobacco vtducd at 
R.s. 57 lakhs. Import, s of cigarette.s steadily declinetl to 593,000 lb. in 1933- 
4. .Since then, as a result of the revision of duties, they iigain regis- 
tered an increa.se, being 1,371,000 lb. valued at Rs. 40 lakhs in 1939-40. 
Imports of unmanufactured tobacco fell from 6.4 million Ib. in 1938-9 
to 5.8 million lb. in 1939—10, the value,* however, showing an increase 
from Rs. 58 lakhs to Rs. 64 lakhs. In 1943-4 there fvas a .slight improve- 
ment in the imj)orl.T of tobacco, ail .sorts of which amounted to 9.8 mil- 
lion lb. valued at Rs. 160 lakhs in 1943-4 as compared with 8.6 million lb. 
valued at Rs. 13.3 lakhs in thd preceding year. Recei])ts of unmann- 
factured tobacco rose from 7.8 million Ih.- I’he increased homo demand 
lia.s encouraged the openiiPg of a number of factoi-ies for the manufac- 
ture of cigarettes in India. Indian leaf tobacco makes an excellent filler 
but is generally unsuitable for wriip))ers. The deficiency was met, up 
to 1941, by a considerable import of leal from .Sumatra and' Java. The 
botanical section of the Agricultural Research Institute has directed its 
attention to the question of improving tiie quality of Indian tobaccos, 
especially in the direction of hybridization of new kinds, and of the 
production of a tobacco of the colour, flavour and texture of that com- 
monly called Virginian. The heavier import duties levied on tobacco arc 
also calculated to '‘stimulate the, cultivation and consumption of Indian 
tobacco.3 

(viii) Fodder crops.—Thc area in British India under these crops has 
increased from 2.94 million acres in 1901-2 to 10.47 million acres in 
1940-1, the princi]):d areas being the Punjab (5.04 million acre.s), Bom- 
bay (2.37), and the United Provinces (1.63). In spite of this iiicrea,5e we 
may say that the area devoted to fodder crops is insignificant in view of 
the large number of cattle that must be maintained in a state of efficiency 
in an agricultural country like India. Coarse foddcr-crops are rt4ativdy 
valueless for milk-pi’oduction. Cultivated crops are reasonably s^itisfactory, 
but the crpps of outstanding value are the leguminous crops such as 
berseem (Egyptian clover) and lucerne (alfalfa). These crop.s are of special 
importance to Iifdiaii agriculture because of their ability to enhance the 
fertility of the soil.* The Agricultural Department has of late years given 

^Review of ihe Trade, of India (I9f3— 1), p. 101. 

2 ibid., p. ti-1. 

s.Sf.e Review of Agricultural Operations in India (1928-9), pp. G7-70. 

i Hee sSt, C, Wright, liftport on the Dairying Industry of India. 
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miidi aitciuion to the question both ol' growing and storing loddcr. The 
succfssl'iil introdiK’fion of the famous Egyptian clpver, as a soil rcixovator, 
in Sind, biliai., the (Central Provinces and the North-West Frontier Pro- 
vince, anti tlu' cultivation of berseem at Pusa may be regarded as eredit- 
al)lc achievcnieiUH, 

(tx) /i/(6hcr. —Rubber, for which the uses today are legion, is growir 
inaiidy in souiheni India (Madra.s,^ Coorg, and the .States of Mysore, 
Travaucou; and Cochin). The total area under rubber in 1940-1 was 
TiOjOOO a(Ue.s and the yield 35.53 million lb. as compai'ed with only 1.8 
million lb. in 3 9,42, »when the general slump in the rubber market was 
most acute. Most ol. the rubber grown is exported. 21,5 million lb, valued 
at Rs. 94 lakhs was exported in 19.39-40 compared with 17.2 million lb. 
valued at Rs. 72 lakhs in thp jrreceding year. The exports before 1910 
were .snndl, (he inthwstry being in its infancy. Even today India’s share 
in the world’s pnrduction is very .small. Since June 1934 an international 
scheme for the regulation of production and exports of rubber has been 
in operation. It has helped to lift the market from the extremely depressed 
state which j)rov;iiled before its iirtroduction. The value of the imports 
of ruljbev niiinufactures (tyres, tubes, etc.) 1939-40 amounted to 
Rs. 1-18 lakhs. An event of outstanding importance was the cstablish- 
iijent (1936), ne:ir Calcutta, of a large factory for the manufacture of 
lyres anil oilier ruliber goods. With the development of local production, 
which was stinmlatcd liy the second world war, it is possible that imports 
of rubber manufactures will tend to decline in future. A fairly large 
quantity of raw rubber is also imported into British India (Bengal), 
m.'unly from Burma. 

p. iixports o£ agricultural products.— In the foregoing survey of the prin- 
cipal crops of India, something has been said about their export. It is 
now necessary, however, to treat the whole subject of the exports of agri- 
cultural products separately. As a prelirrrinary to the discussion of this 
([iie.stion some statistics of exports of foodstufl’s and raw materials inay be 
given. T’he two tables (pp. 102-3) show the quantity and value pf exports 
of (I) foodstidfs and (II) principal other crops in 1929-44, 

Table 111 (p. 164) shows the percentage of exports of certain principal 
crops to the total ]iroduction, while Table IV (p. 164), giving the per- 
centage proj[ioviion to the total value of all exports of merchandise, sliows 
the comparative importance of the principal foodstufl's and other agri- 
cultural products in the export trade in 1939-43 and 1943-4.t 


iThe total value ot all exports fi-om British India was Rs. 2,03,4.3.54,000: Its. 2,37.- 
.5(1.21,000; Rs. 1,87,90,44,000; R.s. 1,99,87.98,000 in 1939-40, 1941-2, 1942-3 and 1943-4 
respectively. .See Iteview of the Trade of India for 1939-40 (p. 139) and for 1913-1 

(p. 86). : ", ' a 
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TABLE III 




1939-43 

1943-4 


1939-43 

1943-4 

Cotton (raw) 

15-26* 

3 75 

Oil-cakes 

1-01) 

0-07 

Jute (raw) 

9-70 

4 17 

S|)ii:e.s 

0-53 

0-72 

Gniiri, pulse and flour 

2-49 

1-15 

lob.icio 

1-24 

0-58 


12-82 

18-94 

(oflie 

0-36 

0-35 

Seeds 

5-85 

5 58 

1 hriuts is Vogetahlci! 

1-16 

1-U 


§!). Restrictions on the export of foodstuffs.*— Although exports of rice 
from India have greatly diminished since the separation of Burma in 
1937, rice, as seen in Table I above, continues to be by far the most im- 
portant among the food-grains exported. The position of wheat (which 
was until recency the second chief food-grain exported) in the export 
trade has already been discussed and we have seen tliat the exports have 
recently sunk very low. When therefore we discuss the (juestion of the 
export of 'foodstuffs, the main reference at present is to rice,- tlie impor- 
tance of which, as stated tdjove, has considerably diminished since the 
separation of Burma. Indeed before the second world war 2 ->rotcctive 
measures had to be adopted to check the import of wheat and rice. Is 

r The whole of the argument in 9 and fO is useful as an aid to dear think- 
ing. But it assumes iionntd conditions and general prevalence of laissez-faire economy. 
It has little relevance under the emergency conditioms created by the recent war when 
Cfovernment regulation and control tended to become ail-pervasive. Althoug/t the actual 
inethocls of regulation and control have provoked bitter criticism, the present nece.s- 
stty of jiurpoisofifi and comprehensive Governirient intervention is almost nuivensally 
recognized. 

ii ‘ I'hough India is the largest producer of rice in the world, and tlie second largest 
in the case of wheat, her export trade in both tlie.se commodities is of little impori- 
anre, as most of the production is consumed in the country.’— /tit/iara Finance (Kastem 
Group Number, 1910), p. 185. , As already pointed out, India imports a considerable 
quautily of rice, mostly from Burma. Bulscs, barley, jowar, bttjra anrl inai/c are the 
other food-grains exported, but the aggregate quantity exported is cotnparatively small. 
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the c;x})ort of foodstuffs and raw materials .a matter for congratulation or 
for alarm ? There are those who hold that this export is a sign of increas- 
ing prosperity, ft* shhws that the country is profiting by advantageous 
world j>rice.s and is sending out the .surplus that remains after meeting 
ihf! ncetl of the hotne populatitnp and is importing, by way of payment 
for its ex))orts, cheap manufactured articles which c'iunot he produceef 
profitably within the c:ountry itself. According to tliis view, the exports 
represoil ■' a true .surplus, that is to say, a margin which India can re- 
lincjuisii during periods of good harvest and a reserve on vdiich. she can 
draw for her own local rerjuivenients in times of scarcity ’A 

The other view is that the export of foodstuffs and raxv materials is 
not a true .surplus in the .sen.se that it represents a balance that renpains 
after the needs of the country have been fully met, and that it is advisable, 
in the true interests 6t the country, to prohibit or to restrict this export 
by heavy dutic.s. It is criminal, so it is argued, to allotv an export of the 
country’s foodsliilfs when large sections of the people arc living on the 
verge of starvatiorr, and to look oit complacently while a drain to foreign 
countries of Viduablo raw m.aterial.s, which arc badly wanted for the 
development of indigenous nianulacturcs, is gbing on rinclrecked. 

In connexion with this controvcr.sy, we must emphasize a srmirle truth 
which is often forgotten, namely, that it is inadmissible to infer, from 
the mere fact of export to foreign eouniries, that the wants of the people 
in the exporting country in respect of the commodities exported must 
have been fully satisfied. The phrase ‘ true surplus ’ generally employed 
in this connexion is unfortunate because it .suggest.s that there is such a 
thing as a ‘false surplus Strictly speaking, all surpluses that arc export- 
ed have the same scientific character ; they are due to the fact that there 
is no demand for them in the country of origin at the ruling iirices. By 
demand, as every tyro in economics knows, we understand not merely 
the desire to posse.s.s a thyig, but such desire backed by adetjuale pur- 
chasing power. If the United States exports wheat, this is not because 
every individual American hits all the food he can consume ; -.similarly, 
iu India, the export of foodstuffs does not mean that nobody in the 
country has any use lor the food that is exported. The only difference 
between India and the United States is that relatively to the latter coun- 
try, the former has a very much larger proportion of people whose demand 
for food is» ineffective. It is a difference in degree, not in kind. When 
therefore the first Fiscal Commission sjipicntly remarked with, regard to 
the export of rice and wheat from India that ' at existing prices the effi- 
cient clcmand of India i.s satisfied, and there remains a surplus available 
for export they were saying something which is perfectly true but also 
pcrfecaly useless. A\ ‘ existing prices whether high or low, ‘ efficient de- 
mand ’ i.s alwiiy.s .satisfied. But in spite of the satisfaction of ‘the efficient 

■t'r. Worswick (cd.), Economic llcsources of the Empire, p. H.'J. 

^ Fiscal Commission Report, p. 15S. ' 
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ck'tiKuicr Jor l'.uod, iruilioiis of^people in a country may be underfed, and 
that is jiatojitly the case in India. 

'I'Jieu: an; two methods (which, clearly are not mutnally exclusive) of 
rcuicdying this .state of affairs. One is to depress tin; prices of hiodstufl's 
■so as to bring tiieni within the 3.‘cach of the low pnrclKisiug jjower of (he 
iiia..s,s(;s ; and tlie ojiher is to raise their purchasing power .so ;is to .mabo 
their demand eU'ective at cuirent ptrices. 

One of the ways suggested for bringing down prices of foodstuffs is 
to prevent their export abroad. The question is, would prohibition of 
export ox the imposition of heavy export duties give us the desired level 
of low pr ce.s, and if so, would any injurious I'cactions on the economic 
life, of the country be set up by thus artificially lowering them? 

It has been argued by those who oppose any deliberate attempt to bring 
down tlie 23rice,s of food-grains by such means thaf to prohibit their cx- 
jrort would naturally lead to the substituted production of non-food crops 
like cotton, jute, oil-seeds, etc., unless these also catne under the policy 
of restriction ; and thus an attenqrt to cheapen the food supply of the 
comi/ij would merely result in dimiui.shcd production of food-grain.s, and 
the situation, from the froiiit of view of feeding the population ade- 
quately, would be worse than before. , 

We need not disjrutc that jirohibition or heavy exjrort duties will, other 
things remaining the same, necessarily ixisult in a certain shrinkage in 
the total production of foodstuffs. If the supply is very elastic, it is pos- 
sible that the effect of thi.s production would be to make the amount 
available in the country less than before. On the other hand, it is quite 
consi.stent with the admi.ssion that the supjdy would be curtailed to some 
extent to hold, nevertheless, that there might remain a larger quantity 
of food avail able* for the home market. We cannot dogmatically lay down 
the proposition that prohibition will necessarily result in, a smaller 
quantity remaining in the country than before. It may not be feasible 
for a large number of cultivators to turn their lands over to the cultiva- 
tion of die non-food crojis. And in spite of falling profits, the cultivator 
may go on producing more or less the same quantity as before. Everyone 
who has the least acquaintance with the actual condition of the agri- 
culturist in India will realize how difficult it is for him to abandon the 
narrow groove in which he may be moving and qitickly resiiond to altered 
circumstances. It is, therefore, not iHqDrobable that the food supply in the 
country ntay increase as the result of the policy of prohibiting exports. 

While, therefore, we do not agree with the usual arguments in favour 
of unhindered ‘exj-torts of foodstuffs, we are nevertheless not convinced 
that a policy of restriction wotdd be desirable. We have already hinted 
above that India's exports represent relatively an insignificant projjor- 
tion of her total production, so that even if they are wholly retained in 
the country, the impression that will be made on the prices of foodstuff's 
in general will be very slight, and, what is more important, this slight 
gain will be at the expense of the cultivators, whose loss by a policy of 
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prolubition in ilin c:;lsc of wheat was calculated by the Fiscal Commission 
(Hi"!)) at, Rs. i(» crores. Another minor point made by the Fiscal Com- 
mission is that, agricultural improvements will be prejudicially affected 
by the policy under discus.sion, Fligh prices benefit the more prosperous 
fiilfivators more than any other class, and it is to this class, possessed as 
it is of the lecpusite capital and intelligence, that we, must look for the 
introduct ion of improvcnients ; and lowcx prices, by '’reducing the pros- 
pt.')'ity of this cla.ss, would make them less capable of undertaking' this 
v;d liable work. This argument, although it is easy to overrate it, must be 
admitted to be sound as far as it goes. The only satisfactory method of 
cheapening food-grains is to make agriculture more efficient and stimu- 
late the production of food-grains. As to the question of increasing the 
purchasing power of the masses so as to enable them to obtain the fheans 
of commanding a sufficiency of food, it xvill always remain a worthy goal 
of public policy. 

Altliough we are not in favour of restricting the export of foodstuffs 
in normal times, we recognize that abnormal conditions might arise neces- 
sitating a temporary resort to heavy export duties. There may be a very 
serious local failure, or there may be an excep'ionally strong demand for 
.lnj.:Iian produce owing to shortage elsewhere, as was the case during both 
world wars, and prices may threaten to rise to heights which it is unsafe 
to reach. In spite of the considerable administrative and other difficulties 
involved in Government interference, it may be necessary for the Gov- 
ernment to take such action, not only with a view to relieving the situa- 
tion, but also because public opinion may demand the adoption of emer- 
gency meaisures. It is true that a rise in Indian prices owing to local short- 
age will automatically diminish the exports to world markets, but before 
this has occurred to the required extent, a considerable amount of export 
may have already taken place if only because of the financial commit- 
ments of producers to dealers and of dealers to exporters and in order to 
retain this for home consumption and to prevent a sharja risfe in prices, 
the Government wall have to act as soon as they scent clanger instead of 
waiting for the automatic remedy to come into action. 

§10. Restrictions on the export of raw materials.— With regard to the ex- 
port of raw materials it is not necessary to recapitulate the points raised 
in connexion with the interpretation of the term ‘true surplus’. 

Several q,rguments have been put forward against the free export of 
the raw materials of industry derived from agriculture. In the first place, 
it is argued that the high prices secured for the export of such commercial 
non-food crops as cotton, jute arid oil-seeds have led to -the substitution 
of non-food for food crops and the utilization of the best lands for the 
cultivation of such crops, food-grains being relegated to the inferior soils.^ 
The total area, however, ocatpied by commercial crops at the expense of 

iSee K. L, Datta, Report on the Enquiry into the Rise of Prices in India (1914), 
pp. 64-6. 
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£ooc]-gniitis is very small compared with the total arc-n mider the 
latter.'^ 

If. i.s no doubt true that the area under non-food' crop.s is slowly gain- 
ing ai. the OKpensc of the area under food crops, but (he disparity l)elween 
tlum as regards total production is at present overwhelmingly in lavonr 
of Ibod crop.s, tmd^the contingency of the food suj)))ly seriously con) ratt- 
ing owing to the encroachmem ot* connnercial crops is so remote that 
there is no imniediafc cause lor anxiety. We do not think tlnit (he time 
has yet arrived for taking any special measures in the interests o)' the 
conscrvtition of the nation's food resources, parliciilarly by the drastic 
method of checking the production and the export of the commercitii 
crops. Wc must tiot lose .sight of the fact that the production of commer- 
cial crops brings substantial profits to the cultivators engaged in it, and 
there is no strong reason at the present moment for interfering with the 
cultivator’s freedom* in the mtitter of growing such crops as appetir most 
remunertitive to him. 

Another objection to the free export of raw materiid.s is that by sttcli 
a policy the price of the important raw materials of niannracturitig indus- 
try---siich as cotton, jute aiM oil-.seeds~is matle too high for Itulian indus- 
trialists to-be able to hold their own against foreign competitors. If these 
exports arc restricted, the Indian manufacturer will benefit by cheap raw 
materials— an advantage not available to the foreign manufacturer. While 
we admit the necessity of extending protection to the nascent industries 
of the country, we are doubtful as to the efficacy, for this purpose, of 
artificially lowering the prices of raw materials, which after all contri- 
bute a very stnall proportion to the total value of the manufactured pro- 
ducts. The necessary protection is much more effectively given by a system 
of bounties and protective import duties. 

A third argument is that the continuous cultivation of the land under 
heavy cropj like cotton, jute, etc., resvdl,s in the progressive exhaustion 
of the soil. In this connexion it is alleged that the large export of oil- 
seeds and. oil-cakes is particularly objectionjfblc. The soil is .subjected to 
a process of steady deterioration as it does not get back what is taken 
away from it. Protective export duties on oil-seeds and heavy export duties 
on oil-cakes, bone and ftsh manures have been advocated in order to pre- 
vent the alleged process of soil exhaustion. Incidentally we may remark 
that the duty on oil-seeds is also supported on the ground riiat it will 
promote tlic growth of the local oil-crmshing industi 7 . As regards soil ex- 
haustion, whether it is actually taking place is a matter of dispute.^* hut 
ev(;n supposing fhat it is not taking place, there cait be no <juostion that 
the soil will benefit by the application of more manure than is given to 
it in the present circumstances. From this point of view, a moderate ex- 
port cliity on oil-seeds and oil-cakes may be advocated, and part of the 

1 See tables altnve, pp. 162-3. 

2See § 12 below. ; : ; . ^ 
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j)roc.ccds from the: ehity may l»e set asidf to finance propaganda necessary 
in order to ensiiri; increasing application of such manures, which may be 
expected to Jail ])rico and come within easier reach of the cultivator’s 
resources, without at the same time inflicting serious economic injury on 
tlie grower ol' oil-.secds. The Agricultural Commission upheld the view 
()!' (he Id, seal Comiuission that neither an export tax’ on oil-seeds or oil 
fakes nor the total prohibition of s\icii’ exports can be justified.^ They 
have argued that the export duty will fall on the producers, as India is 
by no means the chief producer of the world’s oil-seeds, and th:it it will 
hurt the agriculturist as grower more than it will benefit him as con- 
sumer of oil-seeds atrd oil-cakes. In the judgement of the Commission, the 
only method by w'hich the advantages of supply of combined nhi-ogen 
available in the large crops ’oi* oil-seeds grown in India can be secured 
is by the natural development of the oil-crushing industi'y, and though 
ibis is a difficult matter owing to inadequate demand’ for oil in India and 
the existence of severe European competition in outside markets it would 
he worth while carefully investigating the p<jssibilities of the industry 
ill India having special regard to the loss of tire Continental mark<?t dur- 
ing and since the second world war." ‘ 

§il. Low yield and its causes.— Although agriculture is practically the only 
national industry in India, it is conducted under highly unsatisfactory 
conditions, and the average yield per acre of the different crops is con- 
sequently very much lower than in countries where agriculture is better 
organized. The following table shows the average yield per acre of 
the princij^al crops in India in 1918-19, 1923-4, 1939-40 and 1940-1.** 


Crop 

1918-19 

1923-4 

1939-40 

1940-1 

1943-4 

(lb.) 

(lb.) 

(lb.) 

> (Ib.) 

(lb.) 

Rico (cleaned) 

701 

798 

766 

674 

847 

Wheat 

707 

694 

709 

645 

642 

Sugar-cane (raw sugar) 

1,897 

2,544 

2.868 

2,827 ’ 

3,094 


561 

528 

544 

557 

685 


76 

87 

(1939) 

91 

(1940) , 

100 

Jute 

1,195 

1,164 

928 

1,023 

1,183 

(1918) 

(1924) 

(1940) 


192 

Coffee 

183 

139 

189 

174 


(1919-20) 


(1938-9) 



Linseed ... 

265 

278 

281 

268 

242 

Rape antV mustard 

35 1 

416 

410 

396 

3S5 

Sesamum * ^ ... 

Groundnut 

174 

192 

230 

237 

946 

225 

(nuts in shell) ... 

997 

867 

860 

873 

Castor seed ... 


207 

(1924-5) 

216 

230 

203 

Rubber ... 

115 

121 

234 

257 

254 

(1919) 

(1924) 

; (1939) 

(1940) 



tThe export, duty was, however, advocated by the Board o£ Agriculture in 1939 and 
by the majority of the Taxation Enquiry Committee. 

-Sec Agricultural Commission Report, par. 87. 

nSce Estimates of Area and Yield of the Principal Crops in India (lOlS-i), pp. 9-11. 
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These ligures compare very mifavourably with diosc in foreign conn- 
irios. Ih>r example, the average yield per acre in the case of rice \ras l.fliO 
jh. in India, as (;oin])ared to 3,444 lb. in Japan and 4,.0()H in Italy in 
!n dm i;i^c of rvheat, the average yield per acre in India anioimtecl lo 
ahodt (i(iO lb. as <<)m{jared to 1,158.3 in Italy, 1,918 in hgypl, 1,713 in japan 
and 811! iji the (Inh.ed States.^ The average yield of cotton per acre n\ 
lndi:i. i.s less than one-third of That 'in Egypt. We htive already pointed 
t)UL that tlte yield of sugar per acre in India is very hnv as i:omjxired to 
that of Cuba or Java. 

Referring to the low productivity of Indian agriculture Sir M. \’is- 
vesvaraya writes; ‘On the normal pre-war [i.e. before 1914] basis, the 
average, production of Britislr India, including irrigated crops, cannot be 
more than Rs. 25 per acre; in Japan it 'cmniot be less than Rs. 150.”*’ 
The same writer points out that while the per capita' agricultural income 
was Rs. 59 in India' (before the depression of 1929), the corresponding 
figure was Rs. 102 in Sweden, Rs. 175 in the United States and Rs. 21.3 
in Canada.'’ 

One, of the obvious cau.ses of low productivity in India is the uncertain 
character of the rainfall. A^iart from shortage and abnormal disti'ibution 
of rainfall there arc other causes, such as Hoods, hailstorms, frosts and 
other perplexing vagaries of the climate. Irrigation su})plies a partial 
corrective to deficiency of rainfall, but the effect of the other tahuniiies 
mentioned above cannot altogether be offset by human contrivance. Much 
damage is also caused by wild animals, nits, locusts and other pests, and 
the provincial Agricultural Dejiartments have addressed themselves trith 
some success to the task of devising and poimlari/ing remedies against 
them. 

Jneflicient tillage and the under-equipment of the agriculturist further 
account for the low yield. The use of mechanical power-driven wheel and 
crawl tractofs for ploughing and drawing seed-sowing drills and for hai'- 
vosting can bring under cultivation otherwise uncullivable land. Deep- 
rooted weeds can be eradicated. Draft anirnals can be .substituted by 
milch-cattlc; when machines do their work. .Small tractors may her drawn 
by animals as in certain European countries. 'I’he U. P. Government has 
begun bringing under cultivation three colonies— the Ganga Khadar 
colony being the biggest single block— with the use of their ‘ tractor ’ corps, 
now the biggest in India. At present the organization has 150 tractors. 
This will be raised to 360 by the end of 1948--9. Already 30,000 acres have 
been reclaimed for cultivation and it is hoped 40,000 more will be before 
the year is out. T’he Ministry aims at bringing every possible acre under 
the plough. If it is able to realize the target set for the next four years 
the food production of the province tvill go up by at least 40,000 tons 
by 1951. The cost— the earlier estimate of this year was Rs. 50 lakhs— 

X HtatisUcal Year-Book of the league of Nations (19J3-M). 

‘^Reconstructing India, p. 174. 

Planned Economy for India, p. 32. 
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will ix; subsUiiuiai. Many workshops will do repair work and mariufaci.uie 
spare jjarts. 'I’he problems arising in this connexion, as also the excessive 
sabdivisioji and Jiaglnentation of land leading to wasteful husbandry, will 
be disc ussed later on. 

ijllb Is the soil prugft.ssivciy deteriorating 'in India?— It has been asserted 
that in recent years the average yield per acre of food-grains in India has 
diminished and is cliininishing. Assuming this to be so, howciver, it can- 
not be ri;garded :is concdusive evidence of soil deterioration. It may well 
be duc‘ to tlie tendency of relegating the production of food-grains to in- 
ferior .soils and reserving- the better kinds of soil for the cultivation of 
commercial crops such as cotton, jute, oil-seeds, etc. The very general 
belief that the average yield per acre, not only of food but other, crops 
as well, has diminished owing’ to progressive exhaustion of the soil, may 
be partly due to thl; fact that with the increase in the demand for agri- 
cultural produce cultivation has been extended s6 as to bring under 
cultivation the poorer lands. This would naturally diminish the average 
yield per acre. The cultivator’s judgement in this matter is likely to be 
vitiated by his memory of times when only the better classes of lan^l were 
tinder cultivation. Density of population ma/ also lead to a diminution 
in the number of periodical fallows and consequent increase in weeds 
and in the area cultivated in relation to available supplie.s of manure, 
resulting in so’il deterioration.^ Erosion, salt-efflorescence and water- 
logging have in certain parts of the country caused much damage to the 
soil, reducing its fertility. 

Apart from these considerations, the weight of expert authority seems 
to be against the theory that in recent times the soil in India has 
been losing its power more and more with every year that passes. Dr 
Clouston, in his written Memorandum to the Agricultural Commission, 
says; ‘Most Indian soils must have reached their maximum state of im- 
2 Doverishment hundreds of years ago and will not get any .poorer even 
if croijped withoxtt manures for hundreds of years more. An average crop 
uses up about 20 pounds df nitrogen per acre, but the loss is made up 
annually, for the soil gets nitrogen from the air and from the decay of 
root matter left in the soil after the crop is harvested, with the result 
that most soils are not getting any poorer in nitrogen. ... It was definitely 
proved at Rothamsted, the premier agriadtural research station in the 
world, that the unmanured soil there did not reach its maximum state 
of impoverishment till after being cropped continuously with wheat for 
a period of 40 years, since when the yield from year to year has remained 
almost stationary, despite the fact that no manure has ever been applied 
to the field. We may take it therefore that, with the exception of the 
limited area in this country, the soils of which are deficient in jihosphates, 
our old cultivated land has long since readied its maximum state of im~ 
jioverishment ; that increased yields now depend upon the rainfall. 


Ajryicnllural Commission Report, par. 77. 
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sLiuuhud. of ulla, !.<■(; and manure applied ; that only now land oi lands 
dclicioiii. in phosphates are being impoverished by ciiltivaiioa.’' Dr 
\hK-l(:U(‘)' held that in the case of Indian lands generally, owing to exiiorts 
of seeds, lotton ;nul other products, the soil conslilnoms that arc removed 
are not returned to the soil, lyhich consetpicntly is sidl'ering (oiiiinuous 
exhaustion. Kvcai he, however, quaiilied this view hy ctdiing atleiitiou 
to the hut that a large proportion ttf the crops tmnnally grown in India 
;ind also of the trees and shrubs and even the weeds, are legiiniinons in 
character and may thus derive their nitrogen from the iitinosphere.- Iv. L. 
Datta after considering all available figures conies to the conclusion that 
‘there is no statistical evidence to show that any ciiange Iras tahen place 
in ihe»fcrtility of agricidtural land in any part of Indi.'i, either during 
the period under inquiry (1890-1912) or even during a much longer 
period However that may be, the most itnjrurtant 'fact from our point 
of vieir is the actual low productivity of the .soil in India and flitU proper 
care of the soil and the application of adequate (juantities of manure are 
the only incsms ol inrproving the yield. It is cold comfort to he assured 
that ;i,halance has been established, and that the; soil camiol he deteriorat- 
ing liccanse the luaxiimim stam of inipoverislinient must have been i cach- 
ed long ago. For this after all means that things are already .so had that 
they cannot possibly get woi'scJ. In this connexion the Agricultural Com- 
mission emphasized tire importance of research u'ork on soils atid soil 
conditions and recommended an increase of research workers in the Agri- 
cultural Departments tind the appointment of specialist oflicers, especially 
in the direction of bacteriological, physical and biologictil research,^ 


1 Minutes ofrTividence, vol. I, part i, p. 32. 3. See Datta, op. cit., p. 17. 

8op. cit., p. 68. iAgrkuUuriil Cnnmissim Jteport, par. 78. 



CHAPTER VII 

AdlilCULTURE: LAND AND ITS PROBLEMS 
In this ihu}M.or the principal problems relating to land will be cliscnsserl 
under the lieadings of (i) Subdivision and FragmentiAion ; (ii) Perinanent 
Jiuprovenieiits ; and (iii) Irrigation. ’ 

Subdivision and Fragmentation 

§ 1 . The idea of an optimum holding.— One of the many causes responsible 
for the backwardness of agriculture in India arid the impoverishment of 
the 1701 is the endless subdivision and fragmentation of land. As ini manu- 
factures so in agriculture ; th&re is a certain scale of production which 
gives the best result *from the point of view of the producer. After a certain 
jioint, any further decrease in the scale of production makes the relation 
between cost and yield less and less favourable until profit disappears 
altogether. There is, indeed, also a point beyond which it is not profitable 
10 increase the size of a holding, but throughput the discussion on, which 
we are about to embark, this possibility will be ignored as being of no 
practical importance in India. 

§ 2 . Unit of cultivation and unit of ownership.— When we talk of a suitable 
size for a bolding, what we are really thinking of is the unit of cultiva- 
tion and not necessarily the amount of land held in ownership, though 
the two tend to coincide in the i7otwari tracts in India. As Mill points 
out, ‘ it does not follow, because landed property is minutely divided, that 
farms will be so. As large properties are perfectly compatible with small 
farms, so are small properties with farms of an adequate size; and a 
subdivision of occupancy is not an inevitable consequence of even undue 
multiplication among peasant proprietors’ provided, that is, that the 
patrimony is not divided. Or, as Nicholson puts it, ‘ large estates do not 
necessarily imply cultivation on a large scale, nor docs a wider system 
of ownership necessarily imply small cultivation. The great ’ estate may 
be let ont in small farms, and a large farmer may rent land from several 
owners 

If a cultivator’s own holding is too small for economic cultivation, he 
may rectify this by taking on lease additional land from other people.® 
This does’ hapiaen to some extent in India and we must make an allow- 
ance for it in, interpreting the statistics relating to the size of holdings and 
its economic effects. We mu.st further allow for cases of joint cultivation. 

I 'I'he treatment of the important subject of Land Teuiire has been reserved for 
a separate chapter (ch. xii). 

2 Principles of Political Economy, vol. I, p. 149, 

.3 The economic benefit to the cultivator would obviously be smaller in the case 
of the leased lands than in the case of land that is owned, because rent is higher 
than assessment. 
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\Vc arc not ouCiilcct to assume straightaway, without further Jtuiuiry, that 
every bit of land separately own^d is also separately cultivated. 'I'hough 
such an assumijticm may be generally true, it is mjW in\^ariably so. 

Aiujlher phonoiiionon with which subdivision of land is, in .almost 
every case, associaUal in India, Is that of fruguientatiftii ol' laud. Not otdy 
is the size of the ho^^ling too small but it is seattert:d in a tmmljer of tiny 
parcels situated at inconvenient ^distances one from another. 

'I'he Agricultural Commission considered the problem (jf subdivision 
and fragmentation under the following four headings : (i) tlie subdivision 
of holdings of right-holders; (ii) the subdivision of holdings of culti- 
vators ; (iii) the fragmentation of holdings of right-holders ; and (iv) the 
fragiTtcutation of holdings of cultivators. The term ‘ right'-holders ’ is 
used to denote those who possess some permanent hereditary right in 
land, whether as owners, occupancy tenants or pattcc holders ; ^virile the 
term ' cultivators ’ isoused to denote all who cultivate land iu any capa- 
city, whether as owners, patia holders, occupancy tenants, or teu:ints-at- 
will; but not as hired labourers.^ In our treatment of the suhiect we 
have found it convenient to assume what is broadly true, namely that 
.sulKlivi.sion and fragmentafion of right-holders' hoklings tends to be re- 
flected in a corresponding subdivision and fragmentation of cultivation,; 
and what will cure the one will, to a considerable extent, enr<^ the other, 
g.'f. Evils of subdivision and fragmentation.— The cultivation of an unduly 
small holding entails waste in a variety of ways. It may not task to its 
full strength even such poor equipment as the ordinary cultiv.ator pos- 
.sesscs, namely a pair of bullocks and a jtlough. Tin- jtlots are sometimes 
.so small that it is scarcely po.ssible to turn the bullock.s round xrliilt; plough- 
ing. The cost of maintaining the bullocks and the cultivator himself re- 
mains the .same : it does not diminish because; the holding is smaller than 
can be adequately cultivated xvith tlu; help of tin* standing cejuipmeut. 
The yield, on the other hand, is hound to be less. More gciierally speaking 
all fixed costs come to bear a larger proportion to the value of the pi'oduct 
xvith every,, diminution, after a certain point? <if the siz?- of the Iiolding. 
Even as regards costs that are v.ariable, some of them do not vary exactly 
in proportioit to the v,ariation in the size of the plot. For example, tin: 
cost per acre of fencing increases with the diminution iu the area enclosed. 
When a piece of land is too small, it may not be worth xvliile incurring 
the expenditure for fencing against stray cattle. And the inabil;ly to pro- 
tect the fields by proper fence.s will impose on all fanners a uniff)rm .system 
of cultivation. No new system of cultivation or of rotation of crops is 
possible because ’Of the liability of crop.s to be damaged by cattle straying 
from the neighbouring fallow fields. If fencing is prohibitive, engaging 
watchmen xvould generally be even more so. Such a. position must be dis- 
heartening in the extreme to the enterprising fanner with ideas. Another 
disadvantage attendant on a multiplication of small fields is the great 


1 Agricultural Commission Report, par. 78, 
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of ai'ca -vv-hich it involves. A great many more hedges, paths, etc., 
arc l ecjuirccl, and the total area wasted in "this manner is very considerable. 
Ihe smaller tfie^ number of individual fields, the greater will be the sav- 
ing in the area available for cultivation. Again, there may be plenty of 
sui)snii water in a field but advantage cannot be taken of this fact, be- 
cause digging a well would mean wholly disproportionate expenditure 
coiisidci ing the extremely small size .of the field. It may be worth while 
sinking a wcdl if it commands, say, four or five acres of land, but not 
so if the land is only about an acre or less. The employment of labour- 
saving devices such' as tractors, threshers, winnowers, etc., is impossible 
for the small holder unless there is some form of co-operation or union 
of elforts and resources— which, however, is not easily achieved. All the 
flisatl vantages springing from art unduly small holding are obviously’ inten- 
sified in the holding which, in addition to being small, is also badly 
assembled. Speaking about fragmentation Dr H. H. ,Mann says : ‘ It has, 
in fact, all the evils of very small holdings in that it prevents the use of 
machinery and labour-saving methods ; and, on the other hand, of large 
holdings in that it hinders the adoption of really intensive cultivation 
l)y hand labour which is the great advantage /bf the small holder.'* Diffi- 
culties in comtexion with putting up fences, protection from the invasion 
of weeds from the neighbouring fields, protection from stray cattle and 
from the depredations of thieves are common to excessive subdivision and 
fragmentation. 

There are. however, certain additional drawbacks peculiar to fragmenta- 
tion. It involves a greater expenditure of capital and labour and a 
smaller return than if the same area is in one compact block. It is cal- 
culated that expenditure of cultivation increases by 5.3 per cent for every 
500 metres of distance for manual labour and plougffing; from 20 per 
cent to S5 per cent for transport of nmnire ; and from 15 to 32 pet cent 
for tr;insport of crops. It is obvious that fragmentation adds to expendi- 
ture in all lhe,sc ways. Further, it imjiedcs cultivation, entails" great waste 
of time, labour and cattic-power in going from the village sjte to the 
fields and from one field to another. It evidently makes it impo.ssible for 
the cultivator to stay on his holding in the interests of efficient cultivation. 
Very often, in order to save time, the cultivator tries to find a short 
cut through other people’s fields. This, together, wfith disputes about 
Ijoundaries and rights of way, is a fruitful source of litigation and endless 
quarrels among village folk. If the cultivator had all his land in one com- 
pact block, he woukl keep his cattle on the farm in.stead of taking them 
to the village site, and this would mean a very great saving of manure. 
A.S it i.Sj manure has to be carried to the field from the village dunghill 
and consequently much of it is wasted. When land is excessively frag- 
mented, irrigation often becomes impracticable, although sufficient water 
may be available. Water cannot be supplied, so as to reach all the little 


ICand and Labour in a Deccan Village, vol. I, p. 48. 
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j)iira;ls into wliich :in iiicUvidual holding may be ail uj), iiiul licsides this 
Llicrc is the clilJiculty ol' taking 'the water by channels wiiich ivill have 
tij run tln-ouf’h other iicople’s fields. It is W'dl kuowu tlnil dillieulUes over 
tlie tinuuK'j along which water is to be taken as well as over its disii ilni- 
tiou lead t.o juueh inckering and bad blood. 

The combined vj'snlt ol subdivision and iragmei nation is sometimes 
to drive the land entirely out ql' ciijtivation. Dr Mann sums up tlje evils 
as follows : ‘ 'I’his destroys enterprise, results in an enormous ivastage 
ol labour, leads to a very large loss of land owing to boundaries, niakes 
it impossilfic to cultivate holdings as intensively as ■'Would otherwise be 
possible, and prcvimts the possibility of introducing outsiders, with more 
money, as tenant I'armcrs or as purchasers of a good agricultural property.’^ 
§4. Case for fragmentation and subdivision,— It must not be supposed that 
all cases ol liagmcntation are undesirable. The lacL of a holding in one 
compact block may?- indeed, be due to perfectly sound economic con- 
siderations. The holding of land in different soil areas tnay be necessary 
as affording a certain amount of insurance against the vagaries of the 
seasons. ‘In many parts of India we find that two oj- more staple crops 
are grown in dispersed fifikls in different soil tu’eas, so that, while a de- 
ficiency or an irregular distribution of rainfall may destroy om; crop, there 
may be favourable returns from other fields. Indeed, the t;Iaborate system 
of crop rotation which distinguishes Indian from Western farming has 
been possible ehieffy because the holdings arc dispersed.’^ On account of 
the variety of crops also there is occupation for the cultiva(:or for more 
days in the year than may be possible on a comptict homogeneous block. 
It is easy to multiply instances of scattered holdings governed by am- 
siticrations of economic advantage. In the Konkan, J'or instuno;, the culti- 
vation of rice lands necessitates the po.sscssion of a certain amount of 
warkas land, and therefore both these must go togetlier. Similarly, above 
the Ghats, especially on the riverside, it is absolutely necessary for the 
cultivator to possess at least a small strip of malt or alluvial land. It .sup- 
plies him, with fodder for his cattle and i-s useful in other ways. Any 
.scheme of consolidation therefore must take tlic.se facts into account if 
it is to be successful. 

Similarly, up to a point, subdivision can be defended as leading to 
a widespread distribution of property in land and the creation of a large 
class of peasant proprietors strongly attached to their land,_ recognized 
on all hands as conducive to economic and social stability. This is a con- 
sideration which must be borne in mind in framing schemes for the 
enlargement of 4he present holdings in India. Large c.statc;s and capitali.s- 
tic farming on the lines of the English model would not be suitable to 
Indian conditions. Small-scale farming and a strong class of pcasam 
projnietors are the ideals to be aimed at. 

■ 'lop. cit., i>, ISi. 

Indian Journal of Economics (April 1927), Radhakamul Mukei jee’s nrdde on 
Fraetionalizatioii. ' 
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Wli'en, however, we decry subdivision, and fragmentation, we have in 
mind instances where justification and extenuating circumstances such 
as these are altogether absent and the evils have reached an intolerable 
stage. 

its. Jixtent of the evil in India.—/. Subdivision of holdings of right-holders. 
l^et us now try to realize the extent of the evil whitli is to be found in 
nearly all parts of India, t In the thickly populated areas of Bilnir and 
Orissa, the tenant holding averages less than half an acre though the 
average per cultivator is 3.1 acres. In Bengal, the cultivated area amounts 
to scarcely 3.1 acres per cultivator. The very rights which the cultivator 
has in his land and which have been secured for him by special tenancy 
legislation make the cultivator stick like a limpet to his petty holding and 
prevent him from going in seJafeh of work in industrial centres except in 
the last extremity. In’ Assam, the size of an average holding is no more than 
3 acres, while in the United Provinces it is only 2.5 acres. A special inquiry 
into 2,397 villages in the Punjab disclosed that 17.9 per cent of the 
t owner’ holdings were tinder 1 acre; a further 25.5 per cent were be- 
tween I and .3 acres ; 14.9 per cent between 4^and 5 acres, and a farther 
18 per cent between 5 and 10 acres. The holdings under 1 acre were the 
.subject of special inquiry, and it was found that a large number were 
agricultural holdings. In Madras and Bombay, the average area of the 
holding is small, and many of the holdings are less than 2 or 3 acres, so 
that effective cultivation is impossible. The proportion of holdings under 
1 acre is high. In Bombay, Sir Chunilal Mehta showed how in all Divisions 
holdings were increasing faster than the area occupied and how this 
tendency was particularly noticeable in holdings of 5 aci'es and less. 
According to Dr Mann, the average size of the holding in the village of 
Pimpla Soudagar in the Poona District appears to have been as much 
as 40 acres in 1771 : in 1818, it had come down to 17|- acres; from 1820 
it long remained stable at 14 acres but by 1915 was reduced to 7 acres. 
‘It is evident ', says Dr Mann, ‘ that in the last 60 to 70 years the char- 
acter of land holdings has altogether changed. In the pre-British days, and 
the early days of the Briti.sh rule, the holdings were usually of a fair 
size, most frequently more than 9 or lO acres, while individual holdings 
t)f less than 2 acres were hardly known. Now, the number of holdings 
is more than doubled and 81 per cent of these holdings are under 10 
acres in siac while no less than 60 per cent are less than 5 acres.’^ 

ir. Subdivision of cultivation.— Subdivision of cultivation is "even more 

1 In connexion with the evil of fractionaliealion, .statistics of the acreage per head 
of population are sometitne.s given. If we divide the total sown area in ‘British’ India 
by the total population we get a quotient of .a little over 1.4 acres per head. This 
indicates tlve intensity of the pressure of the population on the soil, but is not directly 
relevant to the problem of subdivision and fragmentation. It shows that too many 
people depend on land, but it is not directly informative as to the extent to which 
the land is fractionalized, 

2 op. cit„ p. 4fi. 
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pronoimcficl, mere cultivators .being more numerous than right-holders. 
A huge number of people resort to agriculture for Ixire subsistence in 
tin; absence of any other means of livelihood. In "the d’un jab, 22.5 per 
cent of the cultivators cultivate 1 acre or less; a further 15,'J. jter cent 
cultivate between 1 and 2.5 acres; 17.9 per cent between 2.5 and 5 acres; 
and 20.5 between 6 and 10 acres.i In the Cetmis of India, 1921, the 
number of cultivated acre.s per 'cultivator is given a.s follows : 


Bombay 

12.2 

Madras 

. . 4.9 

Punjab 

9.2 

Bengal 

.. 3.1 

Central Provinces and 


Bihar and Orissa 

.. 3.1 

Berar 

. 8.5 

Assam 

.. 3.0 

Kurma 

. 5.6 

United Provinces 

. . 2.5 


in. Fragmentation of holdings of right-hoMm.^Fragmentation is a 
normal accompaninrent of division of property according to the laws of 
inheritance, so that very few of the holdings are in one compact block. 
For example, in the Bombay province there are about three to four plo^s 
per Iplding. In the village of Pirapla Sondagar, Dr Mann fotind that 150 
owners had between thenr'no less than 729 plots of which 463 were less 
than 1 acre, and 211 were less than a quarter of an acre. Iii Ratnagyri, 
the size of individual plots is sometimes as small as 0.00G25 of an acre, 
or 30|; square yards; in the Punjab, fields have been found over a mile 
long and but a few yards ividc, while areas have been brought to notice 
where fragmentation has been carried so far as effectively to prevent 
all attempts at cultivation. 

IV. Fragmentation of cuZimuhon.— Fragmentation of cultivation is a 
far more serious atrd more extensive evil than fragmentation of holdings 
and is carried to greater extremes. In Pimpla Sqtulagar Dr Mann found 
that 62 per cent of the cultivators’ plots wore below 1 acre aird in Jate- 
gaon the percentage was .31. Ramlal Bhalla found that in the village 
of Bairampur in the Punjab, 34.5 per cent of the cultivators had over 25 
fragments.' each. This is typical of a widely prevalent situation.^ 

§6. Causes of subdivision and fragmentation.— Various causes liavc been put 
forward to account for the evil of excessive subdivision and fragmcntti- 
tion. One of these is the gi’owth of the spirit of individualism which is 
responsible for the break-up of the joint family system. Joint cultivation 
is no longer as common as it used to be, The in.sistence on partition by 
metes antbbounds, and separate cultivation, arc much more frequent than 
in the old days. This spirit of individualism has been further assisted by 
tiio emphasis which Eugli.sh judges administering law in India have placed 
on private property and individual rights.'O^gain, there are those who 
consider that the Hindu and Muslim laws of inheritance and succe.ssion 

iFor figure iHustrathig the growing tendency towards subdivision, see Wadia and 
Merchant ; Ovr Economic Problem, third edition, pp. 175-8. See also The Famine 
IiKjuiry Commission, Final Report (hereafter referred to a.s F, L G. F. R.) pjj, 253-8, 
^rryirnitural Commission Report, pars. 119-22. 
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and lilt; customs associated with them are the causa cmsans of subdivision 
and fragmentation. It is easy to see hovy iJie size of the family holding 
would diminish with ©very division of the ancestral property. Subdivision, 
however, is also normally accompanied by fragmentation, becaitse each 
.sharer insists on obtaining a fractional share of each kind of land in 
every plot instead of being satisfied with one compact' block.t The aim 
in such a .system of partition is to ensure, perfect equality of the shares. 
I'he same idea underlay the open-field system in medieval Europe under 
which strips were intermixed and scattered in order to divide equitably 
the good and the bad, the well- and ill-situated fields. But in India, this 
apparently equitable mode of division is carried to an extreme and is 
often vitiated by motives, not of equalizing advantages, but those roqted 
in jealousy and suspicion.® , , 

As against the theory that the laws of inheritance and succession are 
primarily responsible for the evil, it has been argued drat these laws have 
been in existence for hundreds of years, but that the evil which they are 
supposed to have caused is comparatively modern.* It must, however, be 
admitted that in the absence of these laws the evils we are discussing 
would not have manifested themselves on the?’ present scale. The laws 
petjnit any one of the co-sharers to separate out his share if he chooses 
to do so. The desire to seek partition may be due to other cause.s but, 
given the will, the laws showed the way. We have already referred to the 
growth of the individualistic spirit as one of the causes why the tendency 
to insist on a partition is stronger today than it used to be. But this ten- 
dency finds actual expression through the laws of inheritance and suc- 
cession. Instead of saying that these laws are the causes of subdivision 
and fragmentation, it would perhaps be more accurate to call them the 
instruments or the means by which continuous subdivision is affected. 
There is no compulsion to make U!se of the means, but it lies ready to 
hand whenever it is desired to put it into operation. It is true that in the 
old days it was not so frequently requisitioned as at present, but it is not 
true to say that the operation! of these laws ‘ in the past did nqt lead to 
subdivision of holdings ’A. We must rather say that their operation was 
rarely allowed, the joint family being the rule ; whenever it was allo^wd, 
it inevitably led to subdivision. 

l U he result, of this custom is that each plot is subdivided into as many plots as 
there are heirs, .so that the number of fragmented holdings increases and is equal to 
the number of co-sharers. 

2 ‘What are the reasons for the increase of fragmentation gencr.ition after genera- 
tion, even without any material increase of the population? The reason is chiefly the 
terrible jealousy ... among the brothers in almost every agricultural family. Each 
one will abate no chance to take advantage of the others. They will go so far as to 
fight over the partition of honey on the branch of a tree: they have even been known 
to fight over the partition of the shade of a tree not its fruits nor its brandies,’— 
1^ G. II. Anderson’s speech, Bombay Legislative Council debates on the SmaU Hold- 
ings Bill, 10 October 1927. 

3Wadia and Jo.shi, Wealth of India, p. 244. : 4ibid. 

■ 1 , ■ 



ISO / INDIAN ECONOMICS 

y liinciasc of jx)j)uIatioii after the establishraejit of BritxsJi role is advan- 
ced as aiioihor cause. Increase of population would niean an increase in 
tJu' iiuinher of lieirs. ilut this in itself would not causc'Stibdivision, unless 
there ’iverc otlier causes impelling the heirs to seek an out-aiid-<nit paiti- 
(iou and break the joint family tradition in a way that was not common 
in ifu; ohi days. Sn) long as there was a good deal of iinoccupital land, as 
for example in the Canal Colonies in the Punjab, this enal)led the addi- 
tional numbers to be provided for without subdividing land already 
occupied.^ But when practically all the land that coidd easily be brought 
under the plough was occupied, the position became dilfcrent and the 
only escape from subdivision was in joint cultivation which, as we have 
already hinted, became less and less common.® 

./ The decline of the handicrafts due to-the competition of machine-made 
goods is also regarded as one of the major causes 'of fragmentation. It is 
worth while, in oitler to clear our ideas on the subject, to try to under- 
stand the precise modus operandi of this alleged cause. 

As we have seen, the artisans attached to the village usually po.ssesscd 
son\g land in the villa^. Those of them whose position steadily dete- 
riorated owing to the co’mpotition of machine-made goods fell back on 
their land as the only resource. The family holding having become .the 
sole means of support, its importance rose in the eyes of those who had 
a claim on it. The system of sharing the product of joint cultivation 
among the co-heirs according to the need of each probably began to appear 
unfair to those whose needs were smaller and who therefore absorbed 
a smaller share of the total product. The feeling of jealousy engendered 
in this manner possibly militated against the maintenance of the plan 
of common cultivation, and subdivision resulted. The land that may have 
been affected in this manner, however, must obviously have been negli- 
gible in amount. 

As regards the artisans in the towns, they did not as a rule possess any 
land. When, owing to competition of machine-made goods, they lost their 
vocation,- they became landless labourers. This may be looked upon as 
a cause of the increase of pressure on land but could not have had any 
direct influence on the division of the land. It is possible that some of 
the urban artisans migrated to the villages and bought or occupied a small 
piece of land which was uneconomic from tire very beginning or became 
so in due course owing to the operation of the law of inheritance. It is, 
however, -improbable that the artisans, who were driven to the laird be- 
cause their original occupation had ceased to be remunerative, should 

irvhat we have in mind here is the subdivision of land already oeciipied and rhe 
average area hdd by each right-holder. I’he intrusion of new petty holders (for cx- 
aniple moiieylenclcrs) in a village may reduce its average size of holding without afl'cct- 
ing the position of ancestral holdings.~See Agriculture Commission Report, par. 119. 

2 The dissolution of the joint family, . according to Anderson, lias become especially 
marked since lilMfi, owing to the operation of the Income Tax Act.— See Bombay l.egis- 
lative CounciT debates, on tlie Small Holdings Bill. 
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have ordinarily commanded sufficient savings . or credit to enable them 
to purchase laud. In any case, unless the land so acquired was a slice out 
of an originally large?i piece of land, the position so far as subdivision 
was conccrnetl would remain the same as beforeTlf, on the other hand, 
new land wars oraaipicd, this wotdd add to the original number of hold- 
ings ; it would not accentuate the subdivision of holtjings that already 
existed. On the whole therefore we may h^izarcl the statement that trhile 
(he decline of the handicrafts resulted for the most part in an increase 
of laudh;ss labourers, its influence in tlie direction of increasing sub- 
division and fragmei?tation of holdings was not veiy great. In so far, 
however, as the handicraftsmeii were turned into tenants, their demand 
for cidtivable land must have resulted in greater subdivision and frag- 
mentation of cultivation. , 

It is nevertheless pcjssible to establish a causal connexion between tire 
failure of industry to expand in proportion to the increase of population 
on the one hand, and extreme subdivision and fragmentation of holdings 
on the other. If the increase of population in recent times had been accora^ 
panied by a commensurate development of manufacturing industries, the 
superfluous population on the land would hav^i’ been absorbed by i?. If 
the, family became too numerous to be maintained comfortably on it.s 
holding, some of the members would have moved to the industrial centres, 
leaving the rest to cultivate the family holding and enjoy the fruits of 
their labour. The legal right on the family land of those who left the 
village would remain. But if the employment in industries gave them 
the means of a decent existence, there would be a readiness on their part 
to forgo their claims on. the income from the family land in favour of 
those who remained on it. Unfortunately, such a development failed to 
take place ; population increased and the increase instead of flowing into 
industries flooded back on the land, and owing to the loosening of the 
bonds of the joint family and the development of separatist tendencies," 
resort to the law of inheritance became more and more the riile. Thus, 
paradoxically enough, tvith the increase in the pressure of economic di.s- 
ability, people adopted a course of action which resulted in adding to, 
instead of lessening, their einbarrassment. Land was now their only re- 
source. One ivould have tlionghl that tltere was all the more reason, there- 
fore, to make the most profitable use of it. But instead of treating it with 
the utmost pare and consideration, it was cut up and mutilated in a 
most I'cckless and suicidal manner. 

To sum up, theii, we may say that increase in population, lack of a. 
corresponding expansion of industry, the dissolution of the joint family 
and the growth of the individualistic spirit—all these factors assisted by 
the la'ivs of inheritance and succession— must be regarded as the ntain 
causes of excessive subdivision and fragmentation of holdings. 

When the evil reaches an intolerable stage certain automatic remedies 
may come into clfect, For instance, the excessively small holding may be 
either sold or let out by the owner. But such instances are not sufficiently 
■; 1 
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common nnd do not affect tlie main problem to any appreciable extent. 
We must ilierefore recognize IIS' existence in a serious form as eslablisbed 
and [)io<:e(;(.l to discuss the possible remedies. » 

if/. What is an economic holding P—In India, attempts liave bemi made in 
rcceut tiiru;s to t.ackle the problem both on a voluntary basis as well as 
by the method fjf^ legal compulsion. Whatever the basis adopted, one of 
the (piestions that lias always t/i bc» faced is the mcauiug of the term ' eco- 
nomic holding’. Several definitions have been suggested. Kcatiuge under- 
stands by an economic holding, ‘ a holding which allows a man a chance 
of producing sufficient to support himself and Iris'" family in reasonable 
comfort after paying his necessary expenses,’ and he goes on to remark 
that, ‘in the Deccan, an ideal economic holding would consist of (say) 
forty or fifty acres of fair land in one block with at least one good irri- 
gation well, and a house situated on the holding. The desirable area 
would vary greatly in different parts according to circumstances. A 
gardener in the Surat District with three acres of good garden land can 
sujiport a family in comfort, while in the dry part of the Deccan with 
poor .soil thirty acres might not suffice. Between the ideal economic hold- 
ing “rind the oliviously il^oconomic holding there are many gradations ; 
hut it w'ould not lie diflicult to fix a standard for any tract.’^' Dr Mann 
defines an economic holding as ‘one which ivill provide for an average 
family at the minimum standard of life considered satisfactory ’." Stanley 
Jevons, with reference to conditions in the United Provinces, desiderates 
about thirty acres for a model holding. His objective is to ensure to the 
farmer not only a ‘reasonable’, inudi less only a ' minimum standard’, 
but a ‘ high .standard ’ of living. 

The definition of an economic holding will vai-y according to a number 
of factors ; for iustance, whether we are thinking of gross returns or net 
returns, whether the capital available is anijile or strictly limited, etc. 
It tvouitl further depend on the nature of the methods of agricidtuval 
production, on whether cultivation is extensive or intensive, on the 
quality oj; the soil, on the presence or absence of irrigational facilities, on 
the crops raised, and so bn. 

This being understood, let us try to attach a precise connotation to 
the term ‘economic holding’. Taking the case of an average family, wc 
might say that the amount of land which would give the most profitable 
employment to the capital and labour that it commands wpuld be the 
ideal holcjing. All kinds of factors have to be weighed, not excluding the 
possibility of employing the available capital and labmir or a part of it 
in employment'' other than agriculture, the distribution of the capital and 
labour between agriculture and other occupations being determined on 
the principle of equimarginal returns. The object aimed at here xvould 
be tltc highest possible net return for every unit of aipknl and labour 
engaged in agriculture. 

iJProffreAs of A grietdiure in Western India, pp. 52-3. 2op, dt., vol. II, p. 43. 
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But some ol: the assumptions ordinarily made cannot be realized under 
actual conditions in India, especially as the assumption that labour is 
j)erl'cctly mobile as betrvecn agriculture and other occupations either with- 
in or without the village is not- valid owing to the absence of rural indus- 
tries rtud the inadequate development of manufacturing industry in ur- 
ban areas. So far as Indian conditions are concerned, we have to assume 
that the labour which an average cultivator’s family 'Commands is practi- 
cally not transferable to activities other ’than agriculture and that it is 
unconditionally available for agriculture alone. 

The idea of an economic holding will perhaps be more easily grasped 
if we take a numerical example. Let us take an average family consisting 
of 5 members and, as our unit of labour, the labour that such a family 
can supply. Similarly, let us define as our minimum unit of capital,, a: pair 
of bullocks and a plough. I’liese assumptions square well with prevalent 
conditions in India. Let us now suppose that this family possesses a hold- 
ing of 5 acres on which a gross income of Rs. 150 can be obtained with 
the available labour and capital. Deduct from this the. cost of maintain- 
ing the pair of bullocks, say, Rs. 40, and other costs amounting to, sav, 
Rs. 20. This leaves the family with a net iricome of Rs. 150— 60«=:90.i 
Let us assume that a plough and a pair of bullocks together with the 
labour supplied by our average family can satisfactorily cultivate 20 acres. 
If therefore the family possesses a holding of 20 instead of 5 acres the 
x’esult will be as follows: gross yieId=Rs. 600 ; cost of maintaining the 
pair of biillocks=Rs. 40 as before ; other costs about Rs. 80, tliat is, four 
times as much as before (though the likelihood is that the increase in 
the other costs will be less than exactly irroportionate to increase in the 
acreage). This leaves us with a net income of Rs. 600— 120=:480, 

Let us assume that there are four such families A, .3, G and D, each, 
possessing 5 acres of land and each cultivating its holding separately. Eacix 
spends Rs. 60 (Rs. 40 for bullocks aird Rs. 20 for other expensies) and 
gels Rs. 150 gross income and Rs. 90 net income. 

Supposing they agree to cultivate jointly the whole area of 20 acres, 
which they own between them, they will then be able to dispense with 
three pairs of bullocks and will save Rs. 120 in the aggregate on that 
account. Assuming the same laboui', that is the labour of only one family, 
is applied as before, the result will now be Rs. 600 gross income, out of 
which tve deduct Rs. 40 for the bullocks and Rs. 80 for other expenses, 
which givfes a net income of Rs. 480, and the share of each family is 
Rs. 120 instead of Rs. 90 when each cultivated its holding of 5 acres 
separately. Every family thus increases its income, although, labour em- 
ployed in the aggregate i.s now only one-fourth of what it was before, 
because according to our hypothesis 20 acres are required to occupy fully 
the labour supplied by one family. 

iTJiese figures are, of course, purely illustrative, but the substitution of any other 
figures will not affect the argument in any way. 

, -■■■' . . ■ ■' 
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The (|ucsifoii, liowcvcv, arises as to what is to be done with the extra 
lalroiu' that is available, It cannot find alternative tiiuploynient in other 
occup;ition.s, Ijccaiise cx hypothesi there are none such. Tht; ehoiee is be- 
tween ajpicultural work or no work. In these circnmstaiu:(;s, .sonic o! the 
exira labour may as well be emjfioyed on the land, so long- as il; result, s 
in soma increase ol' the product, though the increase m;iy not Ire pro- 
jiortionate to the atlditiou of the labour units. Let us siqipose th:it the 
employinciit of the surplus labfiur mci'eases the gross yield by Rs. 200. 
The po,sitiou now is : (gross income Rs. 800)-'(expenses Rs. 120):::-.Rs. OHO 
net income. , 

I.ct tts now exhibit these cases in their order of merit 

L stands for one unit of labour (that is one average family). 

G stands for one unit of capital (that is a plough and a pair of bullocks). 

Case I. IL + IG -h 20 acres ; net income==Rs. 480 income per head of 
the family = -tg.l'. =Rs. 90. 

Case II. 4L -I- 1C + 20 acres ; net income==:Rs. 080; income per head 
sRs. %%(’ =Rs. 34. 

Case HI. 4L -I- 4C 4- 20 acres; net im:onie=::Rs. 300; income per head 
r=Rs.4«„" “R,s. 18. 

The be.st result is thus reached if a holding of 20 acre.s i.s combined 
with one unit of labour and one unit of capital. This is our economic 
holding. Any arrangement by which the ratios between land, labour and 
capital differ from those in the ideal holding thus defined will result in 
uneconomic holdings and reduce the income per head of the producers. 
The uneconomic holdings will be more and more economic in the measure 
in which the ratios are altered in the direction of the proportions in the 
ideal holding. Case I gives the best results from the point of view of the 
producers, provided the surplus labour of three families can be turned 
to some remunerative occupation other than agriculture. But if condi- 
tions are such that all the families depend exclusively on the 20 acres of 
land, Case II gives the best arrangement, because in Case I the total net 
income available for the four families is Rs., 480, whereas it is Rs. 680 
in Case 11. 'Nevertheless, this does not alter the fact tliat Case I gives the 
ideal proportions between land, labour and capital, so that given 4L, the 
best comljination rvould have been 4 L-p4C-k 8() acre.s. But as we have 
only 20 acres available, we have to adopt the next best arrangement as m 
Case .11, tvhich incidentally brings out the fact that joint cidtivation, to 
some extent, remedies the evil of excessive pressure on land. 

It will be'noticed that this method of envisaging the problem of defin- 
ing an economic holding is le.ss open to objection than that implied in 
some of the current definitions which we have given above. 'Fbe expres- 
.sions ‘ reasonable comfort ‘ minimum standard ’ as well as a ‘ high stand- 
ard ’ arc all vague and ambiguous. If, on the other band, wc say that the 
end to be achieved is so to arrange the relation betM'ccn land, labour and 
capital (hat it will lead to the greatest possible advantage to the [iroditcer.s, 
we get out of this difficulty. The greatest economic advantage may enable 
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the cultivator to luaintain a very high standard of life or may fall short 
of what is deemed to be rcqirired eveil for a minimum standard. For 
example, the income, per head of Rs. 96 in Case I above is not, it. 
may l.)e contended, enough for a decent standard of comfort. But all the 
.same, it is the highest attainable. It is possible that in spite of the best 
combinatiou that we are able to achieve between lantjl, labour and ca]3i- 
tal, the result may not be wholly sg.ti5%ctory. For this other remedies 
must be adopted, such as more efficient methods of production, better 
marketing facilities, etc. The creation of economic holdings is intended 
to ameliorate the ryot’s position only in so far as it can be ameliorated 
by one particular method, namely, by putting him in possession of a 
reasonable-sized holding; it does not promise to create a new heaven, and 
a new earth for him. It is npt, a complete solution of the problem of 
the ryot. It is only one of the many lines along which that problem must 
be attacked. , 

§8. Remedial measures.—Let us now proceed to notice the remedial mea- 
sure.s hitherto adopted or proposed for coping with the evil of subdivision 
and fragmentation in India. Under the auspices of the Co-operative De- 
partment interesting experiments in consolidation of scattered holdings 
by the formation of co-operative societies on the basis of persuasion and 
propaganda have been made in the Punjab with striking results since 
the work first began in 1920-1. The total number of Co-operative Con- 
solidation of Holdings Societies in the province was 1,807 by the end of 
July 1943 and the area consolidated amounted to 1.45 million acres.^ The 
pace of consolidation was accelerated by the Consolidation of Holdings 
Act passed in November 1936, allowing compulsion to be applied to a 
small and stubborn minority. The effect of consolidation of holdings, so 
far as it has been achieved, has been beneficial. Land has become more 
productive ; areas formerly uncultivated owing to excessive fragmentation 
have been brought under the plough ; litigation and quarrels have de- 
creased and a keener desire for improvement is in evidence. Tiie Punjab, 
however, is in .some re.spects exceptionally well suited to such co;operative 
activity resulting in consolidation on a voluntary basis. For one thing, 
its villages are more homogeneous as regards land as well as population. 
Secondly, lands in the canal colonies being comparatively recently brought 
under cultivation, consolidation has been more easy to effect in their 
case. Thirdly, consolidation is also facilitated by the comparative simpli- 
city of tenure.*^ Even under the best of conditions, however, tl\e pace of 
the movement for consolidation is bound to be slow, and, further, there 
is no guarantee that in the future the work of consolidat.V)ri will not be 
undone. One of the difficulties encountered is that consolidation costs 
more money than the people are at present ready to pay. A frequent 

t p. /. C. F. R., p. 2G2, 

2 iror II clisciission of the advantages of consolidation, and the dilficuUies cxpeiienced 
in the course of the work, see the paper on ‘ Consolidation of Land Holding, s in the 

^ ■■ , - 
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complaint is that those who are powerful and influential in the locality 
manage to get the best land for* themselves. The Punjab experiment, again, 
addresses itself only to dre problem of fragmcntatign and does not aim 
at checking subdivision. 

'fhc lead given by the Punjab has been followed by a few other pro- 
vinces, notably the. Central Provinces and Berar (see below), the United 
Ihovinces, and Indian States Ijke JJamda. In the United Provinces the 
total area consolidated under the auspices of Co-operative Consolidation 
Societies ba.sed on the Punjab model (of which there were 182 in 1939-40) 
amounted to 77,672 pacca bighas. The number of -plots on repartition 
were reduced by more than one-tenth. With dre enactment of the Con- 
soIi4ation of Holdings Act (1939) the activities of these Societies have 
not come to an end. As in the Punjab, consolidation under the Act and 
on a co-operative basis go on in different areas side by side.^ Madras 
made a small beginning and had 22 Societies for the Consolidation of 
Holdings in 1939-40 ; but the attempt failed and the experiment was 
abandoned. 

Permissive legislation has been tried in India and found wanting. Baroda 
introcluced such legislaticfei in 1920 but the law has remained a dead 
letter on the statute book. Some useful work has, however, been done by 
Consolidation Societies (of which there were 79 in 19.38-9). 

The experiment of consolidating holdings in the Central Provinces 
deserves notice. In that province, in addition to co-operative consolida- 
tion of holdings as in the Punjab, legislation for compulsory consolida- 
tion, the Consolidation of Ploldings Act, was passed in 1928. The Act, 
which was to be applied to begin with in the Chhattisgarh Division only, 
gives power to not less than half the permanent right-holders, holding not 
less than two-thffcls of the occupied area in a village, to combine in a 
scheme of consolidation, which when confirmed becomes binding on all 
the permanent right-holders in the village and on their successors. .Since 
the passing of the Act operations have been completed in 2,436 villages 
in the Chhattisgarh Divi.sion and more than 600,000 acres of land par- 
celled out into thousands of small holdings have been consolidated at a 
cost of about four annas an acre. The C. P, Government have claimed a 
number of benefits for consolidation, such as economy of time and labour, 
introduction of improved varieties of crops and implements, fewer dis- 
putes on account of encroachment, increase in the gross produce, and 
regaining ,of much cultivable land following realignment of ’field bunds. 
It is also claimed that the realization of the good effects of consolidation 
has supplied a -iiealthy, though voluntary, corrective to minute fragmenta- 
tion subsequent to consolidation. A similar Act, as pointed out above, 

Punjab’ by K. M. Bashir Ahmad Khan. Proceedings of the First Conference of the 
Indian Society of Agricultural Economics (1940), pp, 38-44. 

Report of the Registrar on the working of Co-operative Societies in the United 
Provinces (1939-40), par. 44, and article by B. Mukherji in the Indian Co-operative 
Ketiietu (October-December 1939), pp. SlftrSIO, : 
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was passed I'or the Punjab in November 1936, and for the United Pro- 
vinces in 

In the Punjab canal colonies, subdivision has been checked by restric- 
tions on alienation and, in the case of certain grants, by the limitation 
of succession to a single heir. This has hot, however, seivcd to prevent 
subdivision of cultivation, , 

In Baroda State, apart from voluntary* action through the Go-o}5crative 
Societies, fragmentation is sought to be checked by other methods such 
as the Prevention of Fragmentation of Agricultural Holdings Act (1933), 
which gives neighbours and co-parceners the right of purchase of the ad- 
joining lands, and by the action taken by Revenue Officers under the 
Land Revenue Code and by Civil Courts to enforce the provisions pf the 
Partition of Property Act, wMdi prevents partition of large holdings below 
prescribed limits. Hbwever, the progress made so far has been very slow. 
The Egyptian custom has been suggested for Muslims, whereby, although 
land is normally divided among the heirs, it is actually left in the hands 
of one to cultivate on behalf of the whole number, or may be handed 
to trustees to manage Eor all. Joint farming of die inheritance without 
partition has been advocated for Hindus. ’• 

• Mere refusal on the part of the Government to recognize uneconomic 
holdings is not enough as is seen by the experience of Bombay. The 
framers of the Joint Report, on which the Bombay ryotwari system is 
based, apprehended the evil of subdivision and were responsible for the 
inclusion in the Land Revenue Code of Section 98, according to which 
no survey number was to be of less extent than certain minima fixed from 
time to time for several classes of land. But this provision was ineffective 
in preventing the partition of land beyond the minima prescribed and 
the holding of it as separate plots. The law courts recognized such divisions 
and therefore Section 98 had to be repealed, and at present the Record 
of Rights recognizes the minutest subdivision. 

§9. The Bombay Small Holdings Bill of 1927.— In October 19^7 the Small 
Holdings Bill was introduced in the Bombay Legislative Cotyicil by the 
Hon. Sir Chunilal Mehta. The first part of the bill proposed the creation 
of machinery for laying down, according to local conditions, a standard 
unit, being the minimum extent that can be cultivated profitably as a 
separate plot. All existing plots below this standard were to be declared 
fragments-, The bill aimed at stopping further subdivision of old frag- 
ments and creation of new ones, and promoting consolidation,of holdings. 
The second part aimed at consolidating existing fragments for more 
profitable cultivation. ^ 

The bill involved a certain amount of compulsion. But in the words 

iFor an interesting review o£ the inquiry made by the Reserve Bank of India re-, 
gardiiig the problem of consolidation of holdings in the several provinces in India, see 
paper on ‘ Consolidation of Agricultural Holdings’ by K. G. Ambegaokar, I.C..S., 
read at the First Conference of the Indian Society of Agricultural Economics (1940). 
Proceedings, pp. 25-35. 
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of Stanley Jevons ‘ it is a peculiar and most impovtant sociological fact 
that the laws and customs regukfing ownership and use of land have a 
stronger tendency to persist than any other characteristic of society and 
therefore are difficult to alter by any other extraneous acliciii than the 
fojxe maje lire of. the hxw’^ ". . . 

Another criticism ,was that the bilff contravened the hnv of inheritance 
and the principles on which Indian family life is based. It may be pointed 
out, however, that the bill tried ‘to alter the method of partition, rather 
than the law on which partition is based In any case the law is after all 
man-made and if it is seen to be mischievous in its 'tendency, the only 
sensible thing to do is to alter it. 

The criticism, however, whicli was most frequently heard was that the 
bill would involve extensive expropriation and the creation of a large 
landless proletariat. This was based on the assumption that the standard 
holding would be fixed at a figure very much higher than the present 
average holding of a cultivator. The bill, however, contemplated the 
creation of ‘ profitable holdings ’ and not of ‘ economic holdings ’. The 
standard unit was defined as the minimum necessary for profitable cultiva- 
tion and not for an econoniic holding. The profitable holding contem- 
plated would be very much lower than, for example, the economic hoick- 
ing as we have defined it. 

Assuming that the standard unit had been fixed at a very moderate 
figiti-e, many of those who would have had to part with land under the 
new law by way of lease or sale were likely to be people whose holdings 
were so small that they could not possibly live by them alone and who 
therefore were not whole-time agriculturists. The little fields such people 
jrossessed were a source of loss in so far as they prevented proper atten- 
tion being devoteef to the occupation which was their owners’ principal 
source of livelihood. The holders, in these circumstances, would be better 
off if they sublet, and while enjoying some profit from the land they would 
still own, they would not waste time and incur loss by cultivating it in 
person.® , • 

The critics of the bill also lost sight of the probability that it would 
act as a deterrent to reckless subdivision, and thus the question of ex- 
propriation would not arise in many cases. 

The bill was referred to a select committee which reported in May 
1928, introducing certain minor amendments to make it more acceptable. 
But, owing jl:o determined opposition in the Comrcil and outside, it had 
to be postponed indefinitely. 

The Agricultural Commission utter the warning that while an ele- 
ment of compulsion may be inevitable, compulsion should not be regard- 
ed ns dispensing with the need for the most scrupulous attention to the 
wishes of the people. It should be reserved till the latest possible stage of 

1 Quoted by Sir Chimilal Mehta, Bombay Legislative Council debates, October 1927. 

SF. G. H. Anderson’s pamphlet on the Bombay Small Holdings Bill. 
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a proposed scheine for consolidation and, might be applied to secure for 
the majority the advantages which an obstinate minority might other- 
wise withhold. Cl’lie' state should undertake propaganda work, and diffi- 
culties should not be allowed to become an excuse for inactivity. State 
action in favour of consolidation should be taken in a gradual manner 
w'hero it is introduced under a permissive Act. Special areas should be 
stdecteil for notineation under a permissive Act and full inquii 7 should 
be made into the opinions of the right-holders before any measure of 
compulsion is introduced.^ 

I’he creation of 'economic units of cultivation is an urgent reform of 
the most fundamental character. Failing it, whatever else has been attempt- 
ed so far to relieve the poverty of tile masses has invariably turtaecl to 
dust and ashes. The attitude" of the Royal Agricultural Commission as 
indicated above, and, much more, the attitude of the different lorovincial 
governments on this important question, has been ’much too vacillating 
and fainthearted.® It must be remembered that salvation can come only 
through a radical reorganization of our village economy and the problem 
needs to be tackled with boldness and vision. The experience of theu'ecent 
war and the post-war period has pi-oved, if ’proof was needed, that the 
J,ndian masses can take a great deal of regimentation and regulation. 
There is, therefore, no substantial ground for supposing that, in spite of 
some initial resistance based on ignorance and unreasoning feat', they 
will not acquiesce and eventually welcome reforms which constitute the 
indispensable foundation of solid and enduring economic welfare. In this 
connexion mention may be made of a recent book. Poverty and Social 
Change,^ in which the author advocates the introduction of a system 
under which, while the entire village land would be taken over for joint 
management and cultivation, all existing rights in tlie land would be 
adequately allowed for and the principle of ownership and inheritance 
would be retained and respected. Mr Tarlok Singh claims for his plan 
that it is democratically conceived and points the way to peaceful change 
and as such is much to be 2 ’rcfciTed to the Russian jilan of fulf and 
immediate collectivism involving liquidation of all rights in the soil and 
a complete break with the past. The author believes that with its agri- 
cultural economy reorganized on these lines, the village could be made 
to fxmetion as a major base in a modernized industrial stractui'e, that 
a fruitful, integi’ation between rural and industrial economy could be 

r Agricultural Commission Report, pai'. 127. 

1! I'he raitiine Inquiry Commission also shows the same kind of vacillation. While 
declaring itself against interference with the laws of inheritance, it coiuiders that 
'some limitation on the existing rights of unrestricted transfer i.s nece.ssary and desir- 
able in order to prevent increase in fragmentation’. One member, however, (Sir Manilal 
Nanavati) had the courage of his convictions and was not afraid of recommending more 
drastic ineasures such as the creation of medium-sized impartible holdings. (Final 
Report, pp. 259-05). 

s uy ’x'arlok Singh, 19-15. 
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brought about, and that the rural population would be enabled to partici- 
pate actively in the process o£ industrialization from which it would 
derive direct and substantial benefit. It is admitted that the effective 
organization of agriculture as visualized in this scheme of joint village 
management, will throw out of- employment a large portion of the village 
population (estimated by the author at I5J millions) but, it is suggested, 
simultaneous planned expansion, of industries would comfortably absorb 
this surplus population disengaged from agriculture. Although Mr Tar- 
lok Singh states that the central ideas of his scheme ‘ took shape gradu- 
ally over a period of six or seven years largely as te result of personal 
experience as a district official in the Punjab ’ and that almost every one 
of his ideas has been tested in discussion with peasants, many of the 
practical suggestions being made by the vjllgigers themselves, it is certain 
that any attempts to put such a scheme into actual -•operation will meet 
considerable opposition. But unless radical remedies like these are ap- 
plied with courage and resolution Indian agriculture will ever remain 
in a depressed condition and the problem of rural poverty will continue 
to defy solution. 

Permanent Improvements 

§10. Absence of permanent improvements and its consequences.— One of the 
most striking contrasts between Western and Indian farming is that in 
India there is an almost entire absence of permanent improvements on 
the land. Speaking about conditions in the Bombay Deccan, which hold 
good, more or less, for other parts of India as well, Keatinge observes: 
‘In the western portion some careful and laborious terracing has been 
done on the hillsides by tlie smaller owners. Here and there a favoured 
tract will be supplied with irrigation wells, and some farm buildings may 
be seen in the fields ; but over the greater portion the landscape owes 
nothing to the hand of man— the fields lie unwatered, unfenced and un- 
embanked, without shelter for man or beast.’^ The absence of proper 
fencing puts the crop at the mercy of wild boars, stray cattle and j.x)adi- 
ers, not to speak of the numerous boundary disputes to which it gives 
rise and the labour it involves in connexion with herding cattle and 
watching crops. The freely blowing winds cause not a little damage to 
crops like cotton in the absence of wind-breaks. Although efforts, on an 
individual as well as a co-operative basis, to provide proper fepcing have 
been made,, much work yet remains to be done in this connexion. Field 
embankments are further conspicuous by their absence. The consequence 
is jsoil. scouring of the land, leading to much preventible loss 
to the agriculturist. The soil, again, is very rarely graded and levelled 
properly so as to secure uniform absorption of water. Nor is there any 
satisfactory system of drainage. This leads to water-logging, and if at all 
an outlet for the excess of water is provided, it is alloivcd to run over 


1 op, eit., p. 107. 
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othei' peoples’ land and damage it. In this manner, for instance, ' thou- 
sands of acres of valuable land on tlie left of the Jumna have been dam- 
aged by the formation of a network of ravines ; and villages which were 
at one time surrounded by fertile fields now lie in a network of useless 
gullies A proper control of surface drainage will cure all these evils, 
increase the yield of crops and by raising the spring t level maintain the 
wells in action throughoxit the year.® ’ » 

The provision of field embankments on the required scale as well as 
efficient fencing arrangements are, normally speaking, beyond the capa- 
city of the individual cultivator, and the problem requires resort to joint 
schemes of land improvement for its solution. It is also essential that the 
Government should lend a helping hand by a freer grant of takkavi Joans 
and by making available technical guidance through the appointment of 
special trained assistants to help such activity. Some of the Provincial Gov- 
ernments have recently made a fresh departure in' appointing special 
embankment officers. The absence of farm buildings is another serious 
defect because it makes supervision difficult and entails an unnecessary 
waste of time and labour for both men ant^ cattle. Cattle cannqt be 
properly housed and the system of housing thfem along with men in the 
dtvellings on the village site is highly unsatisfactory. The loss of n ganu re 
in the process of carrying it from the village site to the fields is immense. 
There are, however, difficulties in connexion with the provision of suit- 
able farm buildings which it will take time to sumtount. One difficulty 
is that living in a farm-house on his holding would deprive the cultivator 
of the protection and security which he enjoys at present by living along 
with other cultivators on the village site. Secondly, attachment to 
the ancestral village dwelling comes in the way of the villager transplant- 
ing himself to a new house on the farm ; thirdly, the expense of the 
change of residence would be a consideration ; fourthly, the average hold- 
ing is normally so scattered that the cultivator has not one ^but several 
fractional farms ; and lastly, whereas by living on the village site the 
cultivator catt take advantagd of the public wells for obtainingn water for 
drinking jxurposcs, he would have to dig a private well of his own if he 
shifted to a farm house on his holdings. All these difficulties, however, 
must be got over, having regard to the great benefit to be derived from 
each cultivator staying on his holding. 

’ Irrigation 

§11. Necessity and importance.®— There are many reasons why our agri- 
culture cannot afford to depend exclusively on rainfall, and why it is 
necessary to provide the agi’iculturist with suitable irrigation facilities. 
There are many parts like Sind, Rajputana and the south-west Punjab 

1 See Dr Clouston’s Memorandum, Agricultural Commission Report, Minutes of Evi- 
dence, voL I, p. 12. 

2 See Howard, CropTroduction in India, p. 14. 

8 See Triennial Review of Irrigation, 1927-30 ; and also D. G. Harris, Irrigation in 
India, pp, 1-4. ' T" 
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whicli are practically rainless, so that cultivation is impossible except by 
artificial irrigation. Secondly, wliere the rainfall is not so very deficient, 
it is precarious and ill-distributed, as in the uplandr, of the Deccan which 
are exposed to chronic drought. Thirdly, some crops like ilcc and sugar- 
cane recpiire a regular and sufficient water supply, which is not ]>rovicIcd 
by the rainfall exc-ept in the mo.st favoured regions. Fourthly, the ini.en- 
sive cultivation of land under- the” pressui’e of an increasing population 
h;is made second or winter crops necessary, and these require artificial 
irrigation in the absence of the winter rains. Lastly, there is Uie general 
consideration that nearly 80 per cent of the population are dependent 
upon agriculture, and their well-being must necessarily be affected by 
the .g,c!equacy or otherwise of such an important requisite as irrigation. 
Irrigation has been 2 >ractised in India from time immemorial, especially 
in the form of wells and tanks, and the true British contribution to the 
irrigation system consists in the large irrigation works constructed for 
the purpose of utilizing the surplus water of large rivers. 

The advantages of irrigation are numerous, the principal ones being 
an mcrease in the yield ^f crops, the successful introduction of a stable 
agriculture in arid and p're,carious tracts, jjrotection from and insurance 
against famines and scarcity, larger railway profits in agricultural jwo- 
vinces like the Punjab and direct financial gain to the state. 

§12. Classification of irrigation works.— Z. General classification.—Theve are 
three main kinds of irrigation works in India : (i) wells, '»(ii) tanks, and 
(jii) canals. The canals are again of three types, namely, (a) inundation 
canals, (6) perennial canals, and (c) storage works.^ 

(i) TFeiis.— Well-in-igation is, and will always be, a vital factor in 
Indian imgation, about 25 per cent of the irrigated area being watered 
by wells. There are about two and a half million wells in various parts 
of the country, in’igating about thirteen and a half million acres of land 
(including _ Indian States) and representing a capital outlay of about 
Rs. 100 crores. This form of irrigation possesses a high degree of utility 
and is moi'e efficient than canal irrigation. Wells are mostly private works, 
though their construction is encouraged by the Govenrment, who advance 
lakkavi loans for the irurpose and exempt the improved land from any 
extra assessment. The utility of wells has been considerably increased by 
subartesian bores and the installation of small power-pumps of a stand- 
ardized pattern!. These improvementsf are especially promoted by the 
engineering section of the Agricultural Department. There is plenty of 
scope in all the provinces for the exteasion of well-irrigation. Small co- 
operative socie^ics for sinking and working wells would be valuable 
agencies where the individual holdings are very small. The Agricultural 
Commission recommended Government assistance in the construction of 
wells by the provision of technical advice, grant of takkavi loans and by 

1 Other systciiiii of irrigation in use in India are lift irrigation from rivers and tem- 
porary dams for holding up flttod-water. See India ggg. 
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plaoing boring equipment aiid skilled labour at the tlisposal' of the 
landholder, on payment of a moderate feed The Famine Inquiry Coin- 
mission " suggested that Government should collect and publish full in- 
formation regarding subsoil water supplies and also that a special staff 
should be appointed charged with the duty of advising and assisting the 
villager in the sinking of wells. ' 

(ii) Tanks have been a clrarafteristic feature of Indian agri- 
cultural economy since very early times. They are, however, practically 
unknown in the Punjab and Sind. They are most highly developed in 
Madras, where there are over 35,000 petty irrigation works serving be- 
tween 2.5 million and 3 million acres of land. Many old village tanks 
have, however, been silted up and are out of repair. A more vigcrous 
effort on the part of Toth the 'Government and people is necessary to 
make the most of this ancient form of irrigation, especially in tracts 
where canal irrigation is impossible or unsuitable. It is also necessary 
strictly to enforce the legislative measures passed for the purpose of en- 
suring the proper maintenance of private irrigation works. 

(iii) Canals.— This is now the most important form of irrigation* in 
India and the one specially encouraged by the Government. A distinc* 
tioh may be drawn between canals dependent throughout the year upon 
the natural sujjply of water from the rivers on which they draw and tho,se 
provided with artificial storage. The first type has been developed main- 
ly in the regions traversed by the Himalayan rivers which flow through- 
out the year, the snow on the mountains serving as an inexhaustible 
reservoir during the dry months of the year. The same is the case in 
Madras to some extent, where the cold weather rains are heavier than 
in Bombay. The second type of canal lias been adopted-, for the Madras 
province, the Deccan, the Central Provinces and Bundclkhand. The rivers 
in peninsular India, while flowing in torrents in the monsoon, shrivel 
up during the dry months of the year and therefore artificial s.torage is a 
necessity. 

The first type of canal may again be subdivided into two classes, (a) 
the inundation and (b) the perennial canals. 

(a) The inundation canals are drawn directly from the river without 
the use of any barrage. They do not obtain water until the river is flooded 
and reaches a certain level, the supply of water in the canal fluctuating 
with the naflxral flood level in the river. The lands in .Sind and the Pun- 
jab are irrigated by such canals drawn from the Indus and fhe Sutlej 
respectively. In Sind, most of the canals are inundation^ canals. Being 
dependent on the natural flood level they receive a scanty supply when 
tlie level is low, while witli fairly high and prolonged floods they permit 
of wide.spread cultivation. Irrigation is thus confined to the period from 
June to September, and during the latter portion of the year no cultiva- 
tion is possible without the use of wells. The Sukkur Barrage in Sind, 

1 Agricultural Commission Report, pax$. 3,H, 280.-^ liFinal Report, p. 392. 
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which was opened in January ,1932, is the greatest work ol its kind in 
the world. It largely remedies the above-nientioned defect by construct- 
ing a barrage across the Indus, by means of which iths now possible to 
maintain the water in the canals above it at a sulftcicntly high level to 
provide flow irrigation all the year round. Similar steps arc being taken 
in the Punjab, the main reason for the delay in undertaking such works 
being their heavy cost. 

(&) Perennial canals are, as indicated above, constructed by putting- 
some form of barrage across a river which flows throughout the year and 
diverting its water by means of a canal to the country to be irrigated. 
They are thus independent of the natural level of water in the river. 
Within this class fall the great perennial systems of the United Provinces 
and the Punjab. Some of the inundation "canals in Sind and the Punjab 
are being transformed into perennial canals. 

Storage works canals are constructed by building a dam across a valley 
to store the rain-water during the monsoon. The water so held is distri- 
buted to the neighbouring lands by means of the canals drawn from the 
sto»ge. The expedient »pf storing the rain-water during the monsoon 
has been practised in India from very old times. Such works have been 
constructed in the Deccan, the Central Provinces and Bundelkhand. ‘ 

II, Classification of Government irrigation works.-~Fov the purpose of 
indicating the source from which the funds for the construction of Gov- 
ernment irrigation works are provided they were clas.sified until 1921 
as follows : (i) productive, (ii) protective, and (iii) minor. 

(i) Productive works.— These: were expected to yield within ten years 
of their completion a net revenue sufficient to cover the annual interest 
charges on the ». capital investment. These works are found mostly in 
northern India and Madras. The capital outlay at the end of 1938-9 
was Rs. 114 crores, and the net revenue was Rs. 8.67 crorea, giving a 
return of ?,6l per cent. The largest increase in the area irrigated by Gov- 
ernment irrigation works has been in the class of productive works, which 
irrigated 'an area of 4.5 million acres in 18^8-9, as compared with 23,505, 
657 acres in 1929-30. In the year 1938-9 the area increased, to 24,709,120 
acres. - 

(ii) Protective works.— These were not expected to be directly re- 
munerative but rather intended to ensure protection against famines in 
precarious tracts like the Deccan. Such works diminish the "necessity for 
periodicar expenditure on the relief of the population in times of famine. 
The cost of these works is a charge on the current revenues of the Gov- 
ernment and is generally met from the annual grants set aside for famine 
relief and insurance. Though not directly remunerative and in fact often 
resulting in loss, protective irrigation works may be economical in the 
long run as they ensure the economic stability of precarious tracts. In 
the year 1938-9 the area irrigated amounted to 2.884,259 acres and the 
capital outlay at the end of the year was Rs. 38.79 crores. 

(Hi) Minor irrigation worksi— This was ,a miscellaneous class consist- 
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ing of works, especially tanks, belonging, mostly to the pre-British period, 
which the British Government took over and improved, and including 
only a few small 'works belonging to the British period. The minor works 
were further distinguished according as capital and revenue accounts 
wei c or were not kept and they were all financed from current revenues. 
Loans were permitted only in the case of productive ilrigation works. 

Since 1921, this old classification lias been altered and it is now pos- 
silrle to finance any work of public utility from loan funds. The classes 
of protective and rpinor works have been abolished and all irrigation 
works, whether major or minor, for which capital accounts are kept have 
been re-classified under two main heads, (i) Productive and (ii) Un- 
productive, without reference to the source whence the funds foruheir 
construction are provided. A "third class embraces areas irrigated by non- 
capital works. 

§13. Extent, growth and revenue.— The total gross area irrigated from all 
sources in British India amounted to 60 million acres in 1939-40 as 
against 46 million acres in 1927-8. Deducting the area irrigated at both 
harvests, the net area irrigated was 55 milliom acres in 1939-40 asjicom- 
pared to 43.2 millions in 1927-8. Of the area under irrigation in 1939-40, 
about 29 million acres were irrigated by canals, 6 million by tanks, 13 
million by wells and 7 million by other sources. Of the gross area irriga- 
ted, rice occupied 19 million acres, wheat 13 million, barley, jowar, 
bajra and maize together 7 million, other cereals and pulses about 7 
million, sugar-cane and other food crops 2 million acres each. Cotton 
occupied 4 million arid other non-food crops 6 million acres.^ There has 
been during the last 60 years a steady growth in the area irrigated by 
Government works. From 10.5 million acres in 1878-9 t.he area annually 
irrigated rose to 19.25 million acres at the beginning of the century and 
to 28.1 million acres in 1919-20, the record year up to that date. This 
record was, however, surpassed in the year 1929-30, when the total area 
irrigated by Government irrigation works in British India amounted to 
31.61 million acres ^ and again in 1937-8 when the total arcA irrigated 
by Government works of all classes amounted to 32.81 million acres, or 
12.7 per cent of the entire cropped area of the country. The area in'igated 
by Government irrigation works in 1941-2 was over 34 million acres 
representing nearly 13 per cent of the sown area. The main increase has 
been, as st'ated above, in the class of productive works which irrigated 
4.5 million acres in 1878—9, 10.5 million acres in 1900-1, 19115 million 
acres in 1927-8, 23.50 million acres in 1929-30 and 26 million acres in 
1941-2. The total length of main and branch line canals and distribu- 
taries in operation amounted to about 74,341 miles in 1938-9 as against 
39,142 miles in 1900-1. In the same year the estimated value of the crops 

1 Agricultural Statistics (British India), 1939-40 (Provisional), p. 1. 

2 See PlaTris, op. cit., pp. 8-9 ; and. Indian Tear Book (1935), pp. 318-20 and Statis- 
tical Abstract for British l7idia (1938-9), Table 1^. 193. 
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supplied xvitix water from GoYesnment irrigation works was Rs. 109.35 
crorcs. I'hc total capital outlay on productive works at the end of the 
year 1911-2 amounted to Rs. 103 crores as against R.s. 42.2 crores in 1900- 
1. The net revenue was Rs. 10.66 crores, giving a return on cajutal of 
over 10 per cent. This is a satisfactory result, as Rs. 38.79 crores of the 
total have been .spent on unproductive woi'ks, most of which return less 
than I per cent. The return from" individual irrigation works shoxvs a 
large variation. Some of the Deccan irrigation works hardly yield 1 to 2 
per cent while productive works in the Punjab yield Jiandsome dividends 
(8.44 per cent in 1941-2) on the capital outlay, 8.47 in Bombay, in 
Madras 2.67, and in tlie United Provinces 7.44 per cent.t In considering 
these "figures it must be remembered that the capital invested includes 
considerable expenditure upon several worfcs'which are either only recently 
completed or still under construction and contribute little or nothing in 
the way of revenue. The charges for water are levied in different ways 
in the various provinces. For instance, in Sind the ordinary land revenue 
assessment includes also the charge for water, nine-tenths of this assess- 
menpbeing regarded as dtfj to the canals. In others, as in parts of Madras 
and Bombay, different rates of land revenue are assessed according to 
whetlrer the land is irrigated or not, and the assessment upon irrigated 
land includes also the charge for water. These methods may, however, be 
regarded as exceptional. Over the greater part of India water is paid for 
separately, the area actually irrigated is measured and a rate is charged 
per acre according to the crop grown. The rates charged vary considerably 
with the crop grown and are different in each province and often on the 
several canals in the same province. Thus in the Punjab they vary from 
Rs. 6 to Rs. 12-4 per acre for sugar-cane, from Rs. 4-4 to Rs, 7-12 per acre 
for rice, from Rs. 3-8 to Rs. 5-8 per acre for wheat, from Rs. 4-8 to Rs. 6-8 
per acre for cotton and from Rs. 2-4 to Rs. 4-8 per acre for millets and 
pulses.2 * 
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I'hc importance of the part which irrigation plays in the rural economy 
of the diffo’ent provinces varies greatly from province to province as will 


1 See India in 1933-1, p. SQ ; Statistical- Abstract for JBritish India (IQSS-Q), Table 
No. 192, and Indian Year Book (1947-8), p. 334. 

'^Indian Year Book (1945-6), p. 
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be seen I’rom the table (p. 19fi) relating to the year 1938--9. It will be 
seen that the more advanced provinces in" this respect are Sincb the Fun- 
the North-West Frontier Province, Madras, the United Provinces and 
Orissa. Bombay and the Central Provinces, both of which are in need 
of irri!,>atiouaI facilities, are poorly developed and we must speed up future 
jn-ogrc:ss to ensure certainty of harvests in these regions of precarious 
rai7ifall.' , ^ '' 

§14, The irrigation policy of the Government.—The British Government 
inherited from its predecessors some of the present irrigation works, such 
as a few iiiundation canals in upper India, storage works, and tanks— 
especially in the Madras Presidency. In the early British period, however, 
these works were neglected, with the result that some of them were ruined. 
P.ut by the middle of the last century, there Was a change in the ’policy 
of the Government,, who began to repair and revive the old works, Pro- 
gress was, however, retarded by the unsuccessful experiment of entrusting 
the work to private guaranteed comjranies. The Government subsequently 
adopted a new policy and undertook the construction and maintenance 
of productive irrigation works themselves, raising necessary loans for the 
purpose. Under this policy, some of the greaf^st works were constfticted 
in the United Provinces and the Punjab. A brief description of the canal 
colonies in the Punjab is given at the end of this chapter. 

The progress of irrigation as a whole was, however, very slow. In the 
meanwhile, a further important change occurred in the policy of the 
Government, who now clearly recognized their duty to construct protec- 
tive irrigation works in famine tracts, and steps were accordingly taken 
in that direction in the Deccan and elsewhere.^ But on account of their 
heavy cost and the irregular demand for water on the part of cultivators, 
together with the occasional failure of the monsoon, these works did not 
pay their way, with the result that the Government began to concentrate 
on the more remunerative works connected with the rivers in the Punjab. 
The famines that visited the country towards the end of the "last century 
and affected the Deccan wifji particular severity led to the ajrpointment 
of the Irrigation Commission of 1901 by Lord Curzon’s Government. That 
body held that railway construction, which was recommended as a measure 
of famine protection side by side witli protective irrigation works by the 
Famine Commission of 1880, had played its part in the policy of famine 
insurance, and it was now important to develop the supply of food. They 
maintained that the field for the construction of remunerative works was 
limited to the Punjab, Sind and parts of Madras, all of which are not so 

1 Indian Year Book (1947-8), p. SS.!;. 

2Aftoi' the tamitie of 1877-8, it was decided to set apart Rs. 150 lakhs every year 
as the Famine Relief and Insurance Fund. A portion of this grant was spent upon the 
construction of protective works. In 1910 the Secretary of State sanctioned the pro- 
vision of an annual subsidy of Rs. 25 lakhs for this purpose in addition to Rs. 75 
laklts from the Famine Relief Fund. The full allotment of Rs. 100 lakhs was, how- 
ever, never worked up to. even before the war of 1914-18 made retrenchment necessary. 
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vulnerable to famine. They recommended, howevei', that these works 
should be increased as fast as <p 0 ssible, because they would be profitable 
to the state and would increase the total food supply of ^ the country. For 
the protection of famine areas, they recommended the construction of 
protective irrigation works which, though not directly paying, would dis- 
jicn.sc with, tire large expenditure on famine relief which would otherwise 
be necessary. The subsequent irrigation policy of the Government has been 
based upon these recommendations and presents a contrast to the earlier 
policy of concentration on railways, to the detriment of irrigation, which 
called forth the adverse criticism of men like the late,R. G. Dutt. A large 
number of new works were undertaken and the capital outlay has since 
been more than doubled on productive and protective irrigation works, 
while»the area irrigated by tlrem has increased by over 70 per cent. 

Irrigation became a provincial subject under the lJ.eforms of 1919, and 
greater financial powers and larger initiative were conferred on the Pro- 
vincial Governments. The sanction of the Government of India and of 
the Secretary of State was required only in the case of works estimated 
to cost over Rs. 50 lakhs. Moreover, the use of loan funds was no longer 
restricted to productive %)rks and money became available from the 
Provincial Famine Insurance Grant when it was not required for actual 
famine relief. 

The Agricultural Commission strongly commended the Bombay Gov- 
ernment’s step in the appointment of a spedar inquiry officer in 1925 to 
investigate the natural resources for the protection of the lands from 
famine and they advised other provinces to follow suit. Co-operative irri- 
gation societies should be formed and assisted to carry out and main- 
tain such works. The construction, preservation and' improvement of 
minor irrigation nvorks have not hitherto received the attention they 
deserve.! With the advent of popular Ministries in the provinces in 1937 
new activity as regards these irrigation works was in evidence. 

Since 1922, remarkable activity in regard to irrigation works has been 
displayed and several important works have been completed at a cost 
of over Rs. 500 million, the area to be brought under irrigation or 
under improved watering being about 12 million acres, which means a 
total area thrice as large as in the year 1902-3. The new major works of 
exceptional importance tvere the Sutlej Valley Works in the Punjab (which 
reached completion by the end of 1932-3 and entailed a cost of Rs. 33.31 
crores till the end of the year) estimated to irrigate over 5 million acres ; 
the Sukkur (Lloyd) Barrage and Canals in Sind (which were opened 
early in 1932 and entailed a cost of over Rs. 24 crores) estimated to irri- 
gate about 5^ million acres ; and the Cauvery Reservoir and Mettur Pro- 
ject in Madras (which was inaugurated in August 1934) estimated to cost 
about Rs. 7.37 crores and to command a new area of over 3 million acres 
and add 150,000 tons of rice to the food supply of the country. The last 


Agricultural Commiision Report, par. 279. 
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scliome also provides for hydro-electric power for inclustriai purposes. 
The potentialities of Mettur as an industrial centre are considerable. In 
Bombay, two major works were completed in the years 1925 and 1926 
respectively, the Bhandai'dara Dam which is the highest (270 feet) in 
India, and the Lloyd Dam at Bhatgar, which is the largest mass of masonry 
in the world. In the United Provinces, satisfactory progress has been made 
in connexion with the Sarda-Oudh canals. The Sard^i River irrigation 
scheme was formally put into service in the autumn of 1928, to irrigate 
more than a million acres. Also in the Central Provinces, an elaborate 
and comprehensive programme extending over a period of 14 years has 
been laid down. The two major works recently completed are the Emer- 
son Barrage in the Punjab and the Ganges Tube-well Scheme in the 
United Provinces. Almost every province has several schemes undes in- 
vestigation. In recent years important irrigation projects have been under- 
taken, and in some cases completed, in the Indian States of Hyderabad, 
Mysore and Gwalior. Moreover some of the irrigation jjrojects in ‘British’ 
India also affect Indian States, and in Rajputana and the Punjab many 
schemes are worked and financed jointly by a State and a province. ‘ When 
allowance is made for the more promising projects now being considt«:cd 
and for the natural expansion of existing schemes, an ultimate area of 
50 million acres is by no means improbable.’^ 

The Agricultural Commission recommended the establishment of a 
closer relatiion between the Irrigation and Agricultural Departments : 
creation of local advisory committees (on the analogy of the local railway 
advisory committees) to deal with complaints about irrigation matters ; 
and the establishment of a central bureau of information at Delhi.^ The 
last recommendation was given effect to in May 1931 when the Central 
Bureau of Irrigation was established as an essential adjurjct of the Central 
Board of Revemie. Its main functions are to serve as a clearing-house 
of information to provincial officers, to co-ordinate research in irrigation 
throughout India and to disseminate the results achieved. In .April 1945, 
the Government of India set up a Central Waterways, Irrigation and 
Navigation Commission, a central fact-finding, planning and c’o-oi'dinat- 
ing organization, to examine the potentialities of India’s rivers and assist 
in the co-ordinated and multipurpose development of rivers passing 
through more than one province or State. 

gl5. Irrigation versus railways.— A few words may be said about the irri- 
gation versus railways controversy, which was very prominent at one time, 
especially in the closing years of the last century. R. G. Dutt, who took a 
leading part in it, showed how, by 1902, only about Rs. 38 crores had 
been spent by the Government on imgation as against Rs. 370 crores 
on raihvays. This disparity appeared especially objectionable on account 
of the railways being on the one hand a losing concern down to the 

1 India in W4-S, pp. 23-4, and Indian Year Book (1941-2), pp. 3S5-G. 

2 AgricuUuml Commission Report, pars. 269-7$. 
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opening years ol the present centmy, and in view of the intensity of the 
famines at the dose of the last century, on the other. Dutt argued that 
under the influence of capitalists, speculators and manufacturers in Eng- 
land, pressure was brought to bear upon the Government unduly to hasten 
railway construction under the guarantee system. Military considerations, 
;uk1 also a growing sense of responsibility for extending relief to the 
famine-stricken tracts, influenced the policy of the Government, It has 
already been pointed out tliat protective irrigation works were not pay- 
ing and therefore progressed veiy slowly. Furthermore, the critics of Gov- 
ernment policy alleged that tlie undue hastening of railway construction 
accelerated the decline of indigenous industries and led to the congestion 
in agriculture, thus partially defeating the object of the protective rail- 
wayif, namely to reduce the severity of famines. 

The controversy has since considerably abated foK various reasons. Now 
that the railways |;iave become normally a paying concern and do not 
involve a drain on the pocket of the taxpayer, his opposition to their 
extension has died out. Moreover, as a result of the recommendations of 
the Irrigation Commission of 1901, the Government’s irrigation policy 
has‘*become progressively*jnore liberal. In fact, some new works not con- 
templated by that body have been undertaken. 

Turning to the merits of the controversy itself, we may say that while 
die exact proportion between railways and irrigation may be a matter 
of dispute, they are in no way antagonistic, but supplementary and com- 
plementary to each othei’. It is clear that while an additional food supply 
can he secured by irrigation, its proper distribution in the country can 
be effected mainly by the railways. It is, however, true that towards the 
close of the last century the Government’s irrigation policy was not as 
progressive as it* is today, and even today there exists considerable scope 
for the extension of irrigation, if considerations of immediate profit and 
loss are allowed less weight when deciding to undertake protective irrigation 
works. This applies particularly to Bombay where, excluding Sind, less 
than four per cent of the total cropped area is irrigated and the rest is at 
the mercy of a freakish monsoon. So far as the whole country is concerned 
we seem to be on the horns of a dilemma. In those tracts where irrigation 
is highly remunerative, as in northern India, the liability to famine and 
unstable agriculture is not great, whereas in peninsular India, especially 
in the Bombay province where the monsoon is very precarious, irrigation 
is not directly remunerative. It must, however, be remembered that strictly 
commercial considerations of profit and loss are out of place here and the 
question must he looked at from a broader point of view. ‘In estimating 
the financial soundness of an irrigation scheme, account should be taken 
not only of the revenue directly attributable to the work in question, 
but also of the additional revenue indirectly accruing to Government, as 
a result of the increase in the wealth of tlte population.’ i 

IF.I. C.F.R., p. 391. See Gadgil: Economic Effects of Irrigation (Gokhale Institute of 
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§16. Waterlogging and salt effervescence.— Waterlogging and salt effer- 
vescence are dangers particularly associated with canal irrigation, and these 
dangers have not aly^ays been effectively guarded against in the past, so 
that soils have sometime.s deteriorated as a result of irrigation. Por ex- 
ample, in the Punjab and Bombay a good deal of land has been thrown 
oil t of cultivation by the rise of subsoil water, and thp appearance of salts 
driven to the surface of the soil.i , , 

The enormous waste of water by the cultivator in canal-irrigated tracts, 
which is one of the causes which lead to waterlogging and salt effer- 
vescence, is tiniverSally admitted. But as the Agricultural Commission 
pointed out, this cannot be vrholly attributed to the fact that the cultivator 
has no incentive to economize water which the Government provides for 
him. No small percentage of wastage is due to the tincertainty of’water 
supply. To ensure economy of water, the Agricultural Commission recom- 
mended that further investigation and experiment, which were started on 
the recommendation of the Irrigation Commission, should be undertaken 
both in the Punjab and elsewhere before a final decision against the sale 
of water by volume is readied.® 

Lack of proper drainage in the canal tractsthas not only been a Bandi- 
cfip from the agricultural point of view, but has converted originally 
healthy ti'acts into malarious ones. Canal irrigation therefore is not only 
the work of the engineer, but also of the soil physicist, the agricultural 
chemist, and the medical and sanitary expert as well. The Agricultural 
Commission recommended that a careful drainage survey should in future 
form an integral part of all new iirigation projects and that drainage 
maps should be prepared. 

§17. Canal colonies in the Punjab.®— We may conclude our discussion of 
irrigation in India by saying a few words regarding the canal colonies in 
the Punjab which have played a striking part in our inigational history. 
In the Punjab the irrigation problems which have had to be faced by the 
Government have been different from those in other province’s. Before the 
advent of in-igation in the eighties of last century, the whole vast 
stretch of the country now irrigated by the Lower Chenab, Jhdum and 
Bari Doab canals was a desert, owing to meagre and precarious rainfall. 
I-Ience ‘ it- was necessary simultaneously with the introduction of irriga- 
tion to transport bodily whole communities into the new areas thus open- 
ed i.ip ’ (tjarris). Before the colonists arrived, the alignment of the water- 
course was made, the land in each colony tract was demarcated into large 
and small similar squares and rectangles, the village boundaries were 
settled, roads were marked out, and land was set aside in the vicinity for 
grazing and other communal purposes- On arrival the colonists had to 

l>olitic.s and Economics, Publication No. 17) for an instructive object-lesson in assess- 
ing tile total direct and indirect benefits from irrigation projects. 

1 Brij Narain, Indian Economic Life, p. 383, and Howard, op. cit., p. I'i. 

^Agricultural Commission Report, par. 277. 

3 See Harris, op. cit., pp. 48-S9; and Darling, Pun/aft Peasant, ch. vii, 
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build their houses and commence breaking up the land allotted to tlioin. 
These colony villages were tlius systematically planned and possess sani- 
tary advantages superior to those of the ordinary villages. The colonists 
were judiciously chosen by the Revenue Officers from the specially con- 
gested districts of the provinces and from among the classes of hereditary 
landlords or occupancy tenants for holding the so-called peasant giants 
under rvhich the bulk of the land i,s allotted. Groups of this kind con- 
nected by common, ties were dispatclred to the colonics as units to form 
separate village communities. The terms of grant vat 7 in diil'erent colonies. 
The average area allotted to each individual is generally from one and 
a half to two squares, or about 40 to 50 acres. In most of the earlier 
colonies inalienable occupancy rights in the holdings were granted at the 
end of the term of probation, either free, of charge or on payment of a 
nominal sum. But under a subsequent revised procediyre ‘ occupancy rights 
are granted after a 5rst term of years and after a further term tenants 
are given the option of purchasing alienable proprietary rights at a 
privileged price payable in easy instalments’. Larger grants are made to 
hereditaiy landholders of substance and status and to men of means wi.sh- 
ing experiment in improved methods of cultivation and irrigation. 
Grants are also made in recognition of special civil or military services 
to the Government. The development of the colony proceeded apace, one'e 
the colonists were settled in their new villages, by means of improved com- 
munications, metalled roads and railways and by the rise of towns and 
markets. Thus what was once a treeless, waterless waste land has been 
converted by the beneficent hand of man into these flourishing canal 
colonies. Their backbone is the small peasant proprietor who holds nearly 
80 per cent of the land. The financial results are striking. The Government 
earned a net jmofit of , over 30 per cent upon the canals serving the three 
major colonies of Lyallpur, Shahpur and Montgom.ery, and 14.99 per cent 
upon its capital outlay of Rs. 34.53 crores on productive works by the 
end of 1938-J9. The benefit to the cultivator has been even greater. In the 
same year, in spite of low prices, the value c4 the crops grown on canal- 
imgated land throughout the province was Rs. 40.31 crores. As M. L, 
Darling briefly puts it, ‘ the colonies brought to the Punjab a period 
of prosperity without parallel in its past’.t 


The Punjab Tenant in Prosperity and Debt, p. 114. 
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AGRICULTURE: LABOUR, EQUIPMENT AND 
ORGANIZATION 

§1. The huiiiaa factor; its unsatisfactory nature.— Efficient agriculture de- 
pends on the qualities of tlie man behind the plough more than 
on anything else. In order therefore to understand the present position 
of Indian agriculture, we must make an attempt to assess the merits and 
the defects of the Indian cultivator. As things stand at present, he must 
be acknowledged to be inferior in point of intelligence, enterprise and 
capacity for labour to the European or American farmer. His inefficiency, 
however, is not innate or rooted in the nature of things and is capable 
of being remedied. He is bowed down with the heavy and weary weight 
of many burdens and handicaps, and the wonder is that he still continues 
to carry on the struggle for existence, and is not altogether extinct.^ 

The major cause of the backwardness of the Indian cultivator is in the 
heart-breaking conditions under which he works. This view is borne'Aiut 
by the fact that the Indian peasant is comparatively alert, tenacious and 
enterprising in those tracts w'here the rains are dependable or where 
inigational facilities are available and he can confidently expect to reap 
the reward of his labour. Where, however, conditions in this respect are 
unfavourable, he is apt to be lazy, pessimistic, easy-going and miserably 
poor. Dr Voelcker, Consulting Chemist to the Royal Agricultural Society, 
who was sent out in 1889 to report on agricultural practices in India 
from the modern scientific point of view, bore admiring testimony 
to the careful husbandry ‘ combined with hard labour, |)erseverance and 
fertility of resource ' of the Indian agriculturist. Opinions of this kind 
bearing the imprimatur of high scientific authority must be respected and 
should leave us in no doubt as to the excellence which Indian farming 
is capable of attaining under favourable conditions. But we must not 
allow such laudatory remarks, tom out of their context and inainly in- 
tended to correct extreme views in the opposite direction, to lull us into 
a false sense of security. If the average cultivator in India had been as 
efficient and go-ahead as the unwary may be led to imagine from en- 
comiums such as that of Dr Voelcker, the rural problem in India would 
have been much simpler than it is. It is a matter of the most vital im- 
portance to recognize clearly the actual defects and shortcomings of the 

1' Although in view o£ India’s diversity it is not safe to indulge in generalizations 
about the different types of cultivators in the different parts of the country, at the 
same lime there is a family resemblance between these cultivator types. . . . There is 
the same plainness of life, the same vyrestling with the uncertainties of climate (except 
in favoured areas), the .same love of simple games, sports and. songs* the same reli- 
gious liackground, the same neighbourly helpfulness, and the same financial indebted- 
ness.’— W. Burris, Sons of the Soil, p. vii. 
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cultivator, due to whatever causes, and seek remedies for them directly 
through education in the widest sense of the term, as well as indirectly 
through an improvement of external conditions. We must admit that, 
generally speaking, the Indian peasant is lacking in originality and initia- 
tive and is too much wedded to traditional metliods and practices, many 
of whicli are wasteful and unscientific. Also, he is steeped up lo the lips 
in superstitions and prejudices,^ whicli in their totality are a serious drag 
on his economic, progress. The dead weight of his inertia, apathy and 
conservatism is an obstacle in the way of every reform proposed for alle- 
viating his condition. By his insanitary habits of living, he drmvs upon 
himself much avoidable physical suffering, with its attendant evils of low 
vitality and incapacity for persistent and strenuous labour, and a sombre 
outldok on life. He is ignorant, improvident and reckless, a combination 
of qualities which make him an easy prey to anycure desirous of taking 
advantage of his weaknesses. He is too prone to waste his substance and 
energy in needless litigation and too fond of locking up his capital in 
jewellery and trinkets instead of devoting it to such forms of personal 
expenditure as would increase his efficiency, or employing it in more re- 
multerative investment, fje generally spends far Ireyond his means on 
marriages and other ceremonies and thus walks with open eyes into the 
money-lender’s parlotir, from which he is rarely able to get out, He shcjws 
an insufficient appreciation of the truth that God is wont to save only 
by human means, and a tendenq' to rely too much on Providence or 
some other external agency, and too little on personal endeavour for 
remedying every evil from which he may be suffering and for which he 
is generally inclined to blame Fate or Providence rather than himself. 

Everyone acquainted with rural conditions in India will admit that all 
these are real evils, and a direct frontal attack must be made on them. 
' Take care of his environment and the cultivator will take care of him- 
self' is a good enough motto, but a better is: ‘Improve at once both 
worker and environment, so that each may help the other.’ 

§2. A comprehensive scheme of rural cducatiqn.— The only way of changing 
the psyehology and the social and personal habits of the peasant is to 
educate him. It is obvious that so long as ignorance and illiteracy prevail 
in our villages and barely eight per cent of the population can read 
and write, all talk about rural progress is futile. The absence of wide- 
spread literacy and of a suitable system of rural education is largely res- 
ponsible for many of the evils we deplore: illiteracy aggravates indebted- 
ness, proniotes improvidence and extravagance, impedes the progress of 
improved agriculture and, what is more serious than anything else, pre- 
vents that mass awakening without which no reform can be permanent. 
For the problem of rural uplift cannot be solved until the cultivator liim- 
self desires his own improvement and can think and act for himself. The 
present .system of education needs to be remodelled so as to suit it to the 
needs of the rural masses, and in preparing textbooks and laying down 
curricula, the Education Department must absorb the result of the labours 
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of, and work, in consultation with, othes departments whose scr^-ants are 
brought; into contact with the villagers in the course of their duties. The 
education imparted ih the rural schools must be such, as will promote 
interest in and love for agriculture and rural life in general, and should 
c(;ase fo dc.serve the criticism which is often made against it —that it creatc.s 
a bias in the mind of the rural scholar against his ancestral occupation and 
makes him soft-handed and unfit for* agricultural work. This defect was 
stressed l)y the inrjuiries into the educational system of India conducted 
by Messrs Abbott and Wood (19,?7) and later by the Zakir Husain Com- 
mittee appointed by the Wardha Education Conference (1937), as also 
by the Committee on Vocational Training appointed-by the Government 
of Bombay (19.88). It is now generally agreed that the education of children 
in the primary schoolij should fie based more upon the natural interests and 
activities of young children and less upon book learning.^ 

The Zakir Husain Committee accepted Mahatma Gandhi's basic idea 
' that education, if sound in its principles, should be imparted through 
some craft or productive work which should provide the nucleus of all the 
other instruction provided in the school ‘ principle of educating 
children through purposeful activity leading on to productive work is 
peculiarly suitable to village conditions and requirements.’® 

The present tendency of attaching a spurious value to mere literacy, 
which makes a person think that he is in quite a different class from his 
unlettered, fellows, and fires him with the insensate ambition of driving 
a quill rather than a plough, must be destroyed by taking special pains 
to inculcate the dignity of labour by impartnig education through voca- 
tional or manual training and also by making education universal and 
compulsoiy. The benefits of education should be extended to both sexes, 
and it should not be considered necessary to hold up female education 
till there is a sufficient number of women teachers. Spread of literacy 
among women is indispensable for the spread of lasting litei'acy among 
the young. Nature study of ,p]ant and animal life, school gardens and 
farms, textbooks dealing with rural subjects, manual training, *education 
with special reference to local subsidiary industries, physical and boy- 
scout training and le.ssons in first-aid would be some of the items in a 
complete scheme of rural education. 

A proper scheme of adult education is also necessary in order to in- 
crease the all-round efficiency of the farmer and in order that the present 
generation should be in a position to take advantage of modern develop- 
ments in agriculture. Adult education is also important, as tending to 
prevent the too frequent relapse into illiteracy of the young villager as 
soon as he leaves his school. It should also include women within its 

1 A. Abbott and S. IT Wood, Report on General and Vocational Education, par. 98. 

St. Report of the Zakir Husain COMmittee, Section 1. 

St Report on Vocational Training in Primary and Secondary Schools (Bombay), 
par. 24. - <1 
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scope as it is most important ,tq, improve their ideas so that they should 
not act as clogs in the wheel of progress. Adult education must have a 
very prominent place in any programme looking' forward to building 
up and organizing a strong and efficient democracy. As the Bombay Com- 
mittee on Adult Education observed, ‘ adult education must have a recog- 
nized status in the' general system of education and the State must be the 
driving force’. The Governm&nt should assist adult education whole- 
heartedly, especially by financial support to literacy pmgrammes and 
recreational activities. 

Special machinery is needed for carrying literacy and general enlighten- 
ment to grown-up .people, and it should include such things as night 
schools, continuation classes, libraries and reading rooms, magic lantern 
and cinema shows, demonstration trains,' dtc. The cinema especially has 
great uses as an educative agency. So has the radio.^ The cinema brings 
in new wants and fresh incentives to exertion, and as a vehicle for carry- 
ing enlightenment to the untutored mind of the villager it is far more 
effective than the mere written or spoken word. Much of adult education 
mu,tf depend on such agancies as these rather than on formal instruction 
in regular schools. 

The first step in a programme of adult education as it affects the villager 
should be an endeavour to help him to overcome his dejection and apathy 
and to find an interest in life. It is, therefore, necessary to link up the 
adult education movement in tire rural areas with a general programme 
of: rural reconstruction.^ 

§3. Physical inefficiency of the peasant : its causes and cure.—Many of our 
villages are ravaged by ‘major’ diseases, such as malaria, plague, cholera, 
dysentery, tuberculosis, kala-azar, hookwonn, and so-called ‘ minor ’ diseases 
such as skin complaints and leprosy. This is one of the major causes of 
the inefficiency of the peasant. Disease may reduce the economic power of 
a community by carrying off the strong and the able-bodied and decreas- 
ing the proportion of workers to non-workers. Secondly, it often debili- 
tates those whom it attacks even when it does not kill them, thus causing 
not only shortage of labourers but also shortage of labour power. Thirdly, 
it often incapacitates the workers just when agi'icultural operations are 
in full swing; and lastly, it tends to make people lethargic, listless and 
fatalistic. A campaign of public health and hygiene must be opened on 
a large scale to wipe out disease, create an active and enlightdhed 'public 
health conscience ’ and overcome prejudices, some of which are all the 
more formidable because of their being bound up with religion. 

Health publicity bureaux, baby weeks. Red Cross work, child welfare, 
maternity leagues and co-operative dispensaries have all a part to play 
ill the service of village health and sanitation. Drainage of irrigated tracts 

1 Special broadcasts for village folk are now a regular feature of the programmes 
of several of the All-India Radio stations. 

^ Report of the Adult Education Committee (Bombay), 1938, pp. 4-5. 
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and marshy swamps, supply of pure drii\king water and village housing 
are all necessary. Substantial progress in the campaign against malaria, 
‘ our greatest nmrbidSty scourge ’/can only be achieved by vigorous action 
by the people themselves assisted by the Government. A much wider dis- 
tribution of quinine is necessaiy and the Central Government should 
make itself responsible in this important matter and' address itself vigor- 
ously to the problem of cheapening 'quiiline and increasing its supply by 
extending the cultivation of cinchona. ’ 

Tire alrsence of adequate medical facilities in village areas constitutes 
a serious difficulty. It is necessary that the claims of indigenous systems 
of medicine should be properly investigated and the use of such indi- 
genous drugs as are found to be effective should be encouraged as ;?ubsti- 
tutes for the more expensive’ allopathic drugs. A few years ago the Bom- 
bay Government started an interesting experiment for increasing medical 
facilities in rural areas by the establishment of the’Village Aid Scheme, 
under which, in certain selected districts of the province, primary school 
teachers underwent a short course of medical training at the district civil 
hospital and. then returned to their villages with medical chests, .^hey 
treated simple cases, rendered first aid and sent the more serious cases 
to a neighbouring dispensary. More recently the Government have com- 
menced subsidizing medical practitioners in rural areas. 

Closely connected with rural sanitation is the problem of providing 
sanitary and decent dwellings in the villages. It must not be supposed that 
the housing problem exists in cities alone. For although there is more 
space in the villages, the houses themselves are generally flimsy structures 
of ihud, with a thatched roof and a single door and hardly any windows, 
dark and infested with mosquitoes, rats and other vernqjn. Human beings 
and animals often share the same room, breathing each other’s exhala- 
tions, an arrangement injurious both to man and beast. A supreme effort 
is needed to dismantle these village ‘ slums ’ and replace them by decent 
and clean dwellings. Rural co-operative housing societies, financed and 
otherwise helped by the GoVernment, should be started. The- state may 
not only grant loans directly but may also help by guaranteeing the inter- 
est and redemption of loans made by special financial institutions started 
for the purpose. 

§4. Bhore Committee Report.— We may here give a summary of the Health 
Survey and Development Committee, 1943 (Bhore Committee). 

The plan proposed by the Committee falls into two parts:' (i) a com- 
prehensive long-term programme and (ii) a slrort-term programme. 

On the administrative side it is proposed to have (1) a Ministry of 
Health at the centre, with a Central Statutory Board of Health: (2) 
Ministries of Health in the provinces; and (3) local area health adminis- 
trations. 

The Central Statutory Board of Health, consisting of the central and 
provincial Ministers of Health, is calculated to minimize friction and pro- 
mote mutual consultation. The centre, wi^ its larger resources in money 
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and technical personnel, should, help the pi'ovinces witli grant, s-in-aid and 
technical assi.stance. There should be standing Council,? of Experts at 
three levels, viz. at the centre, in the provinces and in' the local areas, 
reprc.seiiting the medical, dental and nursing professions. There .should 
be Health Hoards in the provinces with ccimposition and .functions similar 
to those of the Ceirtral Health Board. The Ministries of Health, central 
and provincial, should lay down “tind'enforce minimum standards of health 
administration and undertake responsibility for all health services within 
their respective jurisdictions. The Central Government should take all 
necessary steps to prevent intenprovindal spread of infections and also 
maintain proper standards regarding foodstuffs and drugs in inter-provin- 
cial commerce. There should be a Director-General of Health Services 
at the centre and a Director of Health Stervices in the provinces, as the 
principal tedinical adviser to the Ministry of HcaltH. In the local areas, 
there should be a single health authority, viz, the District Health Board, 
instead of the present multiple authorities. All large municipalities, i.e. 
those with a population of 200,000 and over, should develop and main- 
tain jjieir own independenn health organizations. Every municipality should 
he required statutorily to 'contribute to the District Health Board not 
less than 30 per cent of its income from all sources except government 
grants. Similarly every District Board or panchayat should contribute not 
less than 12^ per cent of its income from such sources. 

(i) Long-term Programme. The populations of individual districts 
vary considerably fropa over five millions to a few hundreds of thousands 
or even less in some cases and therefore, in presenting the plan, an arbi- 
trary figure of three millions for a district has been chosen. The district 
health organization will have as its smallest unit of administration the 
primary unit, which will normally serve an area with a population of 
about 10,000 to 20,000. From 15 to 25 of these primary units will together 
constitute a, secondary unit, and about 3 to 5 secondary units will form 
the district health unit. At each of the headquarters of the district and 
of the secondary and primary units will be “c.stablished a Health Centre 
as a focal point from which die different types of health activity will 
radiate into the territory covered by each type of unit. The District Health 
Centre will possess general and special hospitals with a total of about 
2,500 beds and all the consultant and laboratory service.? required for 
the diagnosis and treatment of disease on up-to-date lines. Similarly the 
Sccondaiy Health Centre will be provided with hospital accommodation 
of about 650 beds with equipment and other facilities on a generous 
scale. The Primary Health Centre will have a 75-bed hospital. The District 
Health Centre will exercise supervision and. control over the district as 
a whole; the Secondary Health Centre,. -over its primary units, and the 
Primaiy Health Centre over the area included in the primaiy unit. The 
hospital accommodation contemplated above will give the proportion of 
6.67 beds per 1,000 population as against the present proportion oC 0.24 
beds per 1,000 population. Eventually the district will consist of 150 
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pliniiiry uiiit,s each with six doctors (half of whom will be feniUle doctors), 
2(i mu'ses, 0 iiiidwivcs and 18 others, suGh^as social workers and sanitary 
inspect ois. I’Jicrc^ will be 30 primary units attacht;d to each secondary 
unit which will provide institutionar facilities of a high order, 'riiere will 
be live secondary units attached to each District Healdi Centre. All this 
development i.s expected to take place within forty years. 

(ii) Short-term Programme. The short-term proposals are intended 
to sn])| dement and not supplant the existing healtii services. A provinct^- 
wide organization ior combined preventive and curative health-work is 
proposed. I’his will provide for each district, .{a) a number of primary 
and secondary units, which are included in the district health unit and 
(6) special health services for mothers and children, sdiool-cliildren and 
industrial workers as well as for dealing with the more important di.')eases 
prevalent in India. TQhere are '’also recommendations regarding impersonal 
health services relating to town and village planning, drainage and other 
matters I'cgarding general sanitation. Specific proposals for the training of 
doctors, nurses and other categories of health personnel for medical 
research, etc., have also been made. The province-wide health organization 
will follow the outlines of the long-term plan^but will be less elabesate. 
Each primary unit should cover, during the first ten years, a population 
of 40,000. The Primary Health Centre should have a dispensary with two 
beds for maternity and two for emergency cases. The Secondary Health 
Centre should start with a 200-bed hospital to be rai.secl, by , the tenth 
year, to 500 beds. The establishment of the District Plealth Centre may 
be postponed till aftqr this period. In order to expand the existing meagre 
hospital facilities in mral areas, a .30-bed hospital should be established 
at the .start to serve four primary units, their number to be doubled 
at the end of the first ten years, so that there will be one> hospital to serve 
two primary units. 

The district health organization should, from the start, be established 
in every district in a province. This organization should begin with five 
primary units and oire secondary unit, and these should be gradually 
increased to 25 primary and 2 secondary units at the end of the first ten 
years. 

(iii) Professional Education. In the first ten years the target .should 
be 4,000 to 4,500 doctors trained annually, which is roughly double the 
present output. After graduation those who wish to enter public service 
should be assured of an income of Rs. 1,000 per year. An All-India Medical 
Institute should be established to provide a steady stream of teachers 
of the highest quality. The need for nurses is even greater than that for 
doctors. There are only about 7,000 registered nurses in the whole country 
at present, whereas the implementation of the short-term programme will 
rcqx.ure approximately 80,000 nurses. A stipend of Rs. 60 per month 
for pupii-nurses is recommended. A part of this amount may eventually 
be recovered from them , in easy instalments. 

§5. Need for closer contact between village and town.— The reform of the 
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villager coiisisLs essentially in replacing the various mistaken, stupefying 
and pauperizing ideas which dield him down at present, by new, daring 
and inspiring ones. Anything, therefore, that fosters t,he contact of the 
village with the outside world and brings it witliin the orbit of more pro- 
gressive influences emanating from the town should be welcome. The 
villages are no longer landlocked and isolated as of old, but much still 
remains to be done in the way of Cheap and easy transport by more and 
better roads and railways. We may also refer here to the post office 
as a civilizing agency. The part which the post office can play in the 
life of a people will obviously depend oh the extent to which literacy 
prevails. The provision of postal facilitie.5, perhaps, itself stimulates the 
desire for literacy and helps to sustain literacy once attained. The post 
office may also help in propaganda work by putting up interesting bul- 
letins prepared specially for the instruction and amusement of the 
villager. Postal savings banks tend to promote thrift among the people, 
and, coupled with the cash certificates system, make investment of small 
rural savings possible. A minor advantage of the post office lies in its 
serving as an agency for the distribution of seeds and cheap quinine in 
vilhtges. Wireless and bfgadcasting have immense possibilities and will 
increase rural amenities and bring about an undreamt-of change in the 
life of the village people. 

§6. Hired agricultural labour.— The foregoing discussion of the personal 
factor in Indian agriculture has been primarily with reference to the cul- 
tivator who owns the land he cultivates. For the sake of completeness of 
treatment, it is now necessary to say a few words, first about hired labour, 
and secondly about the part which the landlord plays in the agricultural 
economy of India. As regards hired labour, the position must be pro- 
nounced far from satisfactory. Agricultural labourers who hire themselves 
out are partly landless labourers, a class which is at present small but 
which is tending to grow, and partly those who possess bits of land which, 
however, a»e so small that their owners are under the necessity of hiring 
themselves out for work on other people’s Ijyid in order to make a living. 
Labour d'awn from either of these classes is dear, inefficient and un- 
reliable. The modern facilities for migration as well as the increasing 
demand for labour on the part of railways and public works, and of com- 
merce and industry, often put the labourers in a strong position. Further, 
owing to the heavy mortality caused, by epidemics like plague and influenza, 
there may be temporarily an appreciable decrease in the ‘number of 
labourers. Lastly, there is also a certain tendency on the part of small 
peasant proprietors to retire from personal labour on their farms and rely 
on hired labour as soon as their financial position permits the indulgence 
of this luxury. All tliis has resulted in a rise in the wages for hired labour, 
instead of serving as a stimulus to greater exertion. The labourer chooses 
to work less and there is no perceptible increase in his standard of life, 
and, through a higher standard, in his efficiency. The labourer, in short, 
has the same weaknesses and shortcomings as characterize the cultivator 
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and he also may be expected to benefit by the measures devised for bring- 
ing about a general revival in the rural areas. 

§7. The landlord and his place in the rural economy. —One of the greatest 
difiicultie.s under which Indian agriculture labours is its comparative failure 
to attract the necessary brains/ enterprise ahd capital. Motlern amenities 
of life, such as education, sanitation and well-developed conimiinications, 
have Ireen largely monopolized by the toivns, in spite of the fact that 
the money for the provision of these facilities has been drawn mo.stly 
from the rural side. The wider opportunities and greater attractions 
ollered by the town have induced an exodus from the village to the urban 
areas of its best intelligence and enterprise, leaving a blank in the village 
which it is not easy to fill. Lastly, tlic educated people of the towns and 
the landlords have not hitherto cared much to study rural problems 
and to understand and meet rural needs. Their knowledge, resources and 
enterprise have not been made available for the promotion of village 
prosperity. The ignorance of the urban population in this country on 
agricultural matters is ‘so colossal and so genuine as almost to deserve 
respect '.1 The leadership of big landlords such, as Bakewell, Bates, and 
‘Turnip Townshend', to whom English agriculture owed so much^in 
the, eighteenth century, has had no counterpart in India. One of the 
hopes entertained by those responsible for introducing i^erraanent settle- 
ment in Bengal was that it would create a class of big landlords who 
would live on their estates and whose personal influence and material 
help would be of great benefit to the cultivators. This expectation, how- 
ever, has unfortunately not been fulfilled. The landlords with very few 
exceptions have preferred to live in the big towns away from their pro- 
perties, and interest themselves in their estates and tenants merely as 
sources of rents. The only function they perform is th'at of a distant 
suction pump for drawing rents from the tenants with such thorough- 
ness as the tenancy laws permit. Absentee landlordism is the rule not only 
in Bengal but also in other parts of the country wherever there is a con- 
siderable landlord class. Speaking of the evils of absentee landlordism 
Carver says : ‘ Next to war, pestilence and famine, the worst thing that 
can happen to a rural community is absentee landlordism.’ ^ The evil is 
particularly serious in those parts where the zamindari system prevails, 
though it is not altogether absent even in ryotwari areas. We may say 
that the landlords, as a class, are even more of a detached and outside 
agency so far as the development of land is concerned than ,the state. 

The state has at least charged itself with such important functions as 

provision of irrigation facilities, roads and railways, agririultural educa- 
tion, grant of takkavi loans, etc., whereas the landlord as a rule does 

1 Adapted from A. Collett’s remark quotetl by H, Calvert in Wealth and Welfare of 

the Punjab, Preface, p. i. The observation refers to English conditions but is not less 

true of India. See also Radhakamal Mukerjee, Land Problems of India, jtp. 123 and 
193-4. 

2T. N. Carver, Principles of Rural Economics, p. 3J7. 
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nothing whatever for the improvement of the land. It is of the greatest 
imjiortaiicc to agricultmal prdgfess that it should secure the active interest 
of the landlord class; this would prevent rack-renfing rand establish ])er- 
sonal relatioiis between landlord and tenant to their mutual advantage, 
and it would ensure more rapid progress. The big landlords possess at 
least two requisites of progress, namely, capital and intelligence, and if 
they only develop a new sense,of values and realize that: there is not only 
greater profit, but also greater pleasure, in living in the country and help- 
ing forward the cause of rural renaissance than in idling away their time 
uselessly in the cities, we shall not have to wait for the slow process of a 
general public awakening before agricultural reform makes any consider- 
able headway. Landlords can help reform in various ways, by starting 
hoine farms, building up pedigree herds , of cattle, producing improved 
strains of seed and introducing more efficient implements and, last but 
not least, by familiarizing the villagers with the idea of progress. They 
should help in increasing the attractions of the countryside by living in 
the villages and promoting sanitary and educational reforms there. 

§8. The duties and responsibilities attaching to land-ownership.— It has 
ah^Tays been i*ecognized that property in land carries with it special duties 
and responsibilities. On purely theoretical grounds, it may occur to^ns 
to ask how tire position of a shareholder in a joint-stock company, who 
is merely content with drawing dividends without taking any jrait in 
the management, is different from that of the landlord who is similarly 
content with drawing rent and doing nothing else. The answer to this 
is, in the first place, that it would be a good thing if the shareholder were 
to take a personal interest in the affairs of his company; his failure to do 
so is often the cause of the mismanagement and consequent ruin of many 
a joint-stock enterprise. It must, however, be remembered that the average 
shareholder has neither the leisure nor the necessary knowledge and 
ability for taking an intelligent interest in the affairs of his company and 
the enterprise in which it may be engaged. Again, he is only one of many 
shareholders and his individual attitude does not alter circumstances for 
better or for worse to any appreciable extent. Because a particular share- 
holder does not actively help in the management, it does not follow that 
the concern is left without management altogether. Joint-stock organiza- 
tion has reached such a high pitch of efficiency that there is generally 
ample provision for able management and leadership in spite of the 
indifference of the generality of shareholders. Also, as regards the work- 
men or labourers, we must remember that their position is more favour- 
able than that- of agricultural tenants because they can unite and create 
organizations such as trade unions for effectively expressing and enforc- 
ing their wishes. Lastly, as Lord Keynes pointed out, ‘ the trend of modem 
joint-stock institutions when ■ they have reached a certain age and 
size, is to socialize themselves and assume the status of public bodies 
rather than individualistic private concenis. The general stability and 
reputation of the firm are the first consideration and dividends assume 
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quite a secondary position In these circunrstarices, the interests of tlic 
labourers (and the consumers) tend to be ’ looked alter so as to avoid 
pulilic criticism. In all , these respects, the case of land stands by itself and 
the idea that all property is a trust to be administered on behalf of the 
community is lelt to have a greater applicability to land than to other 
forms of property. And in the present helpless condition of the Indian 
ryot, it is ncce.ssary to give prominence,. to this idea and to make the land- 
lord an effective and useful agent in rural uplift work. This problem 
has become more urgent than ever today owing to the widespread awaken- 
ing among tenants, and legislation is either passed or under contempla- 
tion in the several province.s for protecting tenants against landlords. 
Unless the latter read the signs of the times and move with them, it will 
be increasingly difficult for thej,n,to justify the continuance of their right 
in land merely on th© ground of heritage. 

Technique AND Equipment 

§9. Technique : methods of cultivation.— The Indian agriculturist for the 
most part follows methods of extensive cultivation which are unsuitable 
in view of the smallness of the average holding,^ with the result that she 
yield is much smaller than it need be. Contrasting Indian conditions 
with those in Japan in this respect. Sir M. Visvesvaraya writes : ' Japan, 
although not entirely self-sufficing in the matter of food, maintains nor- 
mally a population of fifty-six millions on a cultivated area of seventeen 
millions, or one-third of an acre per head as against India’s five-sixths 
of an acre.’ Agriculture is carried on in Japan veiy intensively and 
thoroughly, almost like gardening, and the salvation of the Indian peasant 
lies similarly in adopting intensive methods of cultivation. This involves, 
among other things, more expenditure on pennanent improvements and 
irrigation, more efficient cultivation, careful selection of seed, a better 
system of rotmion of crops and adec^uate manuring. We have already 
disposed of the first two items in this list. As regards methods »of cultiva- 
tion, they can occasionally be seen to reach a very high standard in India, 
but in many parts of the country there is considerable scope for improve- 
ment in respect of preliminary preparation of the soil, sowing, harri>w- 
ing, weeding, thimiing and spacing out, harvesting, etc. The value of pure 
seed of good quality is great, but veiy often the farmer i.s either not care- 
ful enough in selecting his seed or he fails to get it even when he realizes 
its importance. There are a certain number of seed societies and .seed l;arms, 
but they need to be multiplied many times to ensure an adequate supply 
of seed of high cjuality to the fanners in all parts of tlip country. The 
Agricultural Commi.ssion recommended the creation of a .separate organiza- 
tion, for the distribution and testing of seed, in charge of a Deputy 
Director under the Dii'ector of Agriculture.- As reg,Trds rotation of crops, 

1 1,ord Keynes, T/ie End of iMtsset- fake ^ pp. 42-3. 

S Agricultural Commission Report, par. 103, 
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there has iSccn a distinct falling-off from former standards. I’he lure of 
immediate gain has in too many cases led to an unhealthy and in the 
long run unprofitable concentration on certain crop.^, like cotton and 
wheat. Bitter experience will no doubt eventually make the cidtivator 
realize the necessity for a rational system of rotation, but something may 
also be done by propaganda. A recent welcome development in certain 
parts is the introduction of grpuncjnut as a rabi crop into the scheme of 
rotation, and t^is has been facilitated by the immediately profitable 
character of this particular crop. The possibilities of giving a place to 
fodder crctps in a regular system of rotation need to be properly explored, 
especially in view of the present acuteness of the problem, of an adequate 
food supply for the cattle. 

There is scope for further improvement in agricultural imj^lements in 
India and for the replacement of the bullock by ^mechanical power in 
operations in the §eid, for lifting water from wells, grinding Corn and 
crushing oil-seeds and sugarcane. 

§10. Mamure.!— The application of manure and fertilizers is a vital factor 
increasing the yield from the soil especially in view of the intense pres- 
sufS on the land. It is, 'however, not always the farmer’s fault that the 
land is insufficiently manured. There may be no irrigation facilities, and 
heavy manuring of land in dry tracts is worse than useless. Also, it may 
often be that the required manure is very scarce and difficult to get, or 
too expensive, having regard to the limited means of the average culti- 
vator. But on the whole the question of proper manurial treatment of 
the soil and of the careful conservation of manure is much neglected in 
this country. One of the wasteful practices to which people in India are 
addicted is the use of cow-dung as fuel. This should be discouraged, and 
in so far as the*use of farmyard manure as fuel is a matter of necessity,® 
the solution would lie in providing alternative forms of fuel. Waste areas 
near villages should be planted with fuel trees, and fuel reserves should 
be established as near the village as possible through the agency of the 
Forest Department and local bodies. The passibilities of afforestation for 
increasing fuel supplies and of cheap railway freight for fuel should be 
thoroughly examined. Cattle urine is tisually allowed to run waste, and 
there is still much prejudice against the use of human excreta as manure, 
though it is gradually breaking down. The Indian cultivator has much 
to learn from (lie Chinese and the Japanese cultivator with regard to the 
manufacture of composts. In China there is no organic refuse of any 
kind which does not eventually find its way back to the land as manure. 

Investigations into the best possible methods of making compost from 

1 See AgriculUml Commission Report, pais 80-9.'), Agriculture and Animal Hus- 
bandly in India (1935-0), India in 1934-^5, pp. 10-11, 

2 The; use of cow-dung as fuel is almost entirely due to the fact that no other fuel 
i.s available. Sometitnes, however, it is often just thoughtlessness or prejudice. In the 
Punjab, for example, the belief is apparently common that ghee cannot be made 
without dung cakc.s (see F. L. Brayne, Remaking of Village, India, p. 6). 
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village refuse, cane trash, water hyacinth and other materials available 
in the countryside should be continued an<I intensified. Attempts should 
bo made to induce villagers to dig pits to be used as latrines and as 
receptacles for village sweepings so as to serve the double purpose of 
cleanliness and conservation of manure.. The full utilization of human, 
excreta and all garbage and sweepings for agricultur;d purposes would 
mean that the present drainage systems in .several cities and towns, tvhere 
all such irianurial matter is let into the sea or river water, would have 
to be changed, Poudrette is the least obnoxious form in which night-soil 
can be supplied to the cultivator and in this connexion the methods 
adopted at Nasik are worthy of study by other municipalities. The value 
of leguminous crops in rotation as a source of combined nitrogen has 
always been recognized by the -Indian cultivator. The Agricultural Depart- 
ments, however, should investigate the best methods of employing legu- 
minous crops to increase soil fertility. Further invesnigations into green 
manuring are necessary. The extended use of bonemeal, fish manure and 
slaughter-house refuse also needs examination. Research on fertilizers is 
necessary so that definite advice can be given tp the cultivator on their 
proper use. Steps should be taken to make organic and inorganic mamfres 
available to the cultivator as cheaply as possible. 

In canal and other irrigated areas, ammonium sulphate, bonemeal, fish 
manures and oil-cakes are being used in gradually increasing quantities, 
thanks to the propaganda of the Agricultural Department. It has been 
decided to establish a unit at Sindri for the manufacture of 350,000 tons 
of ammonium sulphate per year. The factory is expected to go into full 
production towards the end of 1950. 


Equipment 

The following classification has been suggested by Mr Keatinge as 
giving a comprehensive idea of the varied equipment which a fa^rmer ought 
to possess ; Capital 


Fixed Capital Wort iiig Capital 

X-aud I’ennaniLt additions 

and improvements to 
tlie land, e.g. build- 
ings, welts and em- 
bankments 


Stock Circulating capital, 

I e.g. manure, pro- 

I duce onband, ready 

i money for paying 


Reservk fund, 
e.g. sinking 

fund, insurance, 
repairs 
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Keatingc* remarks tliat, ‘i£ a man’s business is to be put on a sound 
basis . . . and the maximum profits extracted from the land, every form 
of capital enumerated above must be provided for in some way or other ; 
and it is only by a proper understanding of each form of capital that 
correct accounts can be kept', and the true sources of profits and losses 
determined.'^ r 

§11, Implements.^— The Indian «agrkulturist still largely uses his old and 
simple iinplcinenfs which aio cheap, light and portable, easy to make and 
to repair, and within the capacity of draught oxen ; but greater productivity 
obviously depends on the use of improved implements- Iron ploughs, 
.sugar-cane crushers, small pumping machinery and water-lifts have been, 
introduced to some extent, but mudr still remains to be done in this 
direction. Other improved implements distributed include harroxvs, hoes, 
seed drills and fodder cutters. American methods based on an extensive 
use of agricultural •machineiy are ill-suited to a country of small-holders, 
but these limitations are capable of being partly overcome by co-operative 
and joint fanning. Tractor ploughing for the removal of the deep-rooted 
weed called harichi is beijfig used in the Southern Division of the Bombay 
province. There is also a large scope for the improvement of agricultural 
implements xvorked by hand poxv'er and cattle. Intensive propaganda, is 
necessary to induce a large number of cultivators simultaneou.sly to use 
improved implements, because one of the difficulties in the way of their 
adoption by the individual cultivator is his fear of ridicule and of being 
regarded as a crank. The work of popularizing the use of improved im- 
plements clearly falls within the scope of the Agricultural Departments, 
agricultural associations and co-operative societies, and it i,s desirable 
that all these agencies should combine and co-ordinate their activities. 
The Agricultural .Departments should give careful thought to the ques- 
tion of cheapening improved implements, for example, by mass produc- 
tion of their wooden parts. Improvement of existing types of implements 
ratlicr than the introduction of new types should be the aim. Excessive 
multiplication of implements is likely to confuse the cultivator and make 
him suspicious of the policy of the Agricultural Department. The rail- 
way authorities should be induced to give tlieir most sympathetic con- 
sideration to the question of concession rates on agricultural implements 
and machinery. One of the useful measures adopted by the Agricultural 
Department is the appointment of agricultural engineers to advise culti- 
vators and to arrange for the installation of machinery, particularly for 
irrigation, etc. Attention is also being given to the manufacture of improved, 
implements cheaper than those used in, the West and simpler to operate. 
To ensure full benefit from new implements, k is nece,ssary that they 
.should be manufactured in the country itself and full provision should 
be made for the supply of spare parts and facilities for repairs. The Agri- 

Mi'urnt Ecemomy in the Bombay Deccan, pp, 103-4, 

^Sce Agricultural Conmission Rupori, pars. 107-10. 
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culLural Coi'nraission suggested that if the protective duty oh the imjiovt 
of iron and steel is found to impose a®se’rious handicap on the Indian 
manufacturer, a rebaife might be given on any iron and steel imported 
lor the manufacture of agricultural machineiy and implements. If special 
efforts are put forth— including state aid -to indigenous manufacturing 
firms— our present dependence on foreign supply may, soon he exirccted 
to diminish considerably or vanish altogedier.i 

§12. Livestock.2— Cattle are the most important parti of the livestock 
possessed by the Indian cultivator. ‘Without them his fields remain 
unploughed, store and bin stand empty, and footl and drink lose half 
their savour, for in a vegetarian country what can be worse than to 
have no milk, butter nor ghee ? In India, cattle supply practically all 
the motive power for ploughing, for lift irrigation^ etc. They are also 
the principal source of the manure commonly used. Also, carting for hire 
is almost the only subsidiary rural industry in India, and strong and 
healthy cattle are necessary as draught animals. Again, the improvement 
of cattle i.s important for the development of a well-organized dairy in- 
dustry, which is often mentioned as offering great possibilities as a sub- 
sidiary rural occupation in India. Lastly, the* necessity of an aburid:ant 
supply of milk is obvious in a vegetarian countiy where milk affords the 
only easy means of rendering the diet of the people rich enough in nutri- 
tive elements for health and strength. In spite of the supreme import- 
ance to India of an adequate and healthy livestock, conditions in this 
respect leave much to be desired.^ The country is maintaining an exces- 
sive number of cattle but they are so deplorably poor and ill-fed as a 
general rule that there is a serious deficiency of cattle power. There are 
67 cattle per 100 acres of net sown area. The inter-provincial distribution 
of cattle is markedly irregular, even when allowance "is made for the 
nature of the land to be tilled, the extent of well irrigation, the amount 
of scrub and jungle, the rural population and size of holdings, etc. Con- 
sidering the general average, the Agricultural Commission ” argue that, 
in -(vhatever respects Indian •cattle may be lacking, they do not lack in 

ITIic Delhi Conference (1938) of the Mini.slcr.s in charge of Industries .strongly 
favoured the manufacture of all machinery in the amnixy itself. 

2 Sec Apiculture and Animal Husbandry in India (1935-()), pp. 212-.^4 ; also Annual 
Report, of the Department of Agriculture, Bombay (19S9-40), pars. 50-61. 

3 Darling, pp. cit., p. 30. 

‘i Thc fir.st general quinquennial census of livestock in British India was undertaken 
in 1919-20. The report on the fourth quinquennial censu.s taken in Januaiy 193.5 showed 
that there were then in British India 133,74.5,000 head of bovine cattle. 'I’he total 
figure for this census was over 5 millions higher than, that recorded at the preceding 
census in 1930. A large number of these cattle arc economically aupcrfluou.s. The next, 
i.e. the fifth, quinquennial census of livestock in India, carried out late in 1930 and 
early in 1940, revealed a total of 147,424,000 but all these figures are incomplete owing 
to non-parb‘cipation in the census by certain provinces and States. There was apparently 
a decrease in the number of cattle in the five years ending 1940, for which the .slump 
in agricultural prices during the thirties is suggested as a contributory cause. F.I.C.FM., 
pp. 17(5-7 ; see al-so Indian: Year Book (1941-2), p,, 330, 
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numbers. Ffolland possesses the largest number of cattle in relation to 
the size of the country and yet has 38 cattle per 100 acres of cultivated 
land, in Egypt, where general conditions under ^xvhi«h agriculture is 
carried on are much more similar to those obtaining in parts of .India 
than in Holland, there are 25 cattle per 100 acres of cultivated land.' 

I'he Agricultural Commission were of the opinion that the census figures 
of livestock in India sugge.st p, vi<dous circle. ‘The nniubcr of cattle 
within a district , depends upon, and is regulated by, the demand for 
bullocks. The worse the conditions for rearing efficient cattle are, the 
greater the numbers kept tend to be. Cows become less fertile, and their 
calves become undersized and do not satisfy cultivators, who, in the 
attempt to secure useful bullocks, breed more and more cattle. As num- 
bers Increase, or as the increase of tillage encroaches on the better graz- 
ing land, the pressure on the available supply of food leads to further 
poverty in cows, and a stage is reached when oxen from other provinces 
or male buffaloes are brought in to assist cultivation, as in Bengal.’^ 
§13. Problem of fodder supply.— The cattle in India are not only over- 
woi'ked but also ill-fed. Tradition and custom fix the responsibility for 
findaaig food for his cattle* pn the European stock-owner. This is not so in 
India where the cultivator rarely puts forward any special effort to keep 
his animals in efficient condition— a task difficult enough in any case owing 
to the natural handicap of periodical droughts and fodder famines. Over 
the greater part of India there is a shortage of fodder from December to 
July. The condition of the cattle is especially deplorable between March 
and June, when they roam about on the parched fields picking up a pre- 
carious living, and a large number of them are reduced to bags of bone 
by the time tire rains commence. As soon as the rains set in and the young 
grass begins to gfow, tliey gorge themselves 021 it and suffer from various 
diseases as a consequence. As Keatinge says, thei'e is hardly any lesson that 
the people in India have to learn ‘ more important than the growing, 
efficient storage, and economical use of fodder crops ’. The problem of 
an adequate fodder supply is even more seripus than that of food, as fod- 
der is not ''easily transported from place to place on account of its large 
bulk and small value. The old days of extensive pastures are gone, never 
to return, owing to increase of cultivation. No considerable additions to 
existing grass areas are possible. But it is possible to increase the pro- 
ductivity of land already growing grass. A more sympathetic forest ad- 
ministration in the matter of providing grazing facilities and fodder will 
remedy tlm situation to some extent. The possibilities of fodder supplies 
from forests in times of scarcity should be carefully examined, and grass- 
cutting should be preferred to grazing. The common pasture land in the 
village is too small in area and, moreover, owing to the carelessness of 
the villagers, it is rendered less than it might be, being generally blocked 
with brambles and useless trees and bushes of all kinds, 'I'he best pos- 


t Agricultural Commission Report, par. 188. 


2 ibid., par. 168. 
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sible use shoizld be made of all grazing lands and experiments should be 
undercakeri in re-seeding, rotational grazing and manuring of grass lands. 
Considering the serious shortage of green fodder it is necessary to inves- 
tigate {iirlher the possibilities of mixed fanning. It is necessary that people 
should learn the value of growing fodder crops like Egyptian clover, legu- 
minous fodder crops, etc., and laying down pastures. Conservation of fod- 
der stacked dry or preserved green in slips or pits is a matter which re- 
quires careful attention. Every effort should be made tg prevent wastage, 
and suitable chaff-cutters should be used for the purpose. Stall-feeding 
should be more widely resorted to. The Government may encourage all 
these methods by rewards or remissions of land revenue and premia for 
well-kept cattle and fodder. The economical use of fodder supply im- 
plies the reduction in the nuiqber of useless cattle. A large numb’er of 
maimed and worn-out bullocks and barren cows are maintained in a half- 
starved condition. In Western countries they woult^ be slaughtered for 
food. In India the demand for beef is comparatively negligible, and kill- 
ing of useless cattle is a procedure against which the sentiment of the 
cultivator and a large part of the public revolts. The cultivator does not 
kill them but has no objection to starving tjrem. His attitude is '^ou 
shalt not kill ; but need’st not strive officiously to keep alive '. It would 
really be much kinder both to himself and to the anim als, which are use- 
lessly kept alive in wretched condition, if the Indian cultivator were to 
take a more business-like view of the matter like the Western farmer. 
But the prejudices are so deep-seated that we shall have to wait long 
for reform. Another way to reduce the pressure on the available supply 
of fodder is to evolve dual-purpose breeds which will render buffaloes 
largely superfluous as sources of milk.^ 

§14. Cattle-breeding,— Professional cattle-breeders, formerly common in 
India, are now abandoning grazing in consequence of the growth of cul- 
tivation, and cattle-breeding is now regarded as an accident of husbandry 
rather than as an essential part of it. On the other hand, a constant supply 
of larger numbers of stud apd approved bulls will be required to coun- 
teract the tendency to deterioration whidr is bound to occur an the con- 
ditions in which the ordinary stock of the ryot are bred and maintained. 
Elimination of bulls by compulsory castration is zieces.sary in order to 
improve the quality, and the Veterinary Department has recently begun 
to perform this important function by methods unobjectionable to the 
religious susceptibilities of the people.® For selective breedin|| and cross- 

1 The Afj;ricuUural Commission, however, uttered the warning that in view of tlie 
dilTiculty of (he task of breeding in Indian conditions even for £> single purpose, it 
slioulcl not he endangered by the quest for dual-purpose breeds {Report, pax. 197). 

MThc lloinbay Livc.stock Improvement Act of 1933, which provides enabling legisla- 
tion for the compulsory castration of ‘.scrub’ male cattle stock in villages at the instance 
of local bodies, was applied in 1940 to 77 villages in the province. It has been claimed 
that, with the co-operation of the villagers, the Act has worked very satisfactorily 
towards raising the standard of village herds of cattle.— zinntta/ Report of the Depart- 
inent of Agrieuttim, Bombay (l9S9-4.(i), par, SL 
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hrccjdiiig-, animals need to be enclosed. The cattle in Gujarat are superior 
and present a contrast to the'hSlf-sized and quarter-sized animals com- 
mon in the Deccan. This has been attributed to the prevalence of en- 
closures in Gujarat. Co-operative breeding societies have been started in 
some places imt some authorities believe that this type of work requires 
individual attcntiop and does not lend itself to treatment by the co- 
operative method. The Central^and Provincial Ministries of Agriculture 
arc devoting much attention to the problem of cattle-breeding rvith 
a view to raising a more efiScient livestock both as regards draught and 
milk. Breeding work is being conducted at the Central and Provincial 
cattle farms (notably at the Hosur cattle farm, Madras, and the cattle 
farm at Hissar in the Punjab) in order to bring about an improvement 
in the milk yield of cattle by better feeding /ind selective breeding, as also 
by crossing indigenous breeds with sires of European pedigreed At the 
Agricultural Rcsearcji Institute (xvhich was removed from Pusa to New 
Delhi in 1938), the milk yield of the pure Sahiwal herd has been very 
greatly increased Ijy these methods, and the experiments that are 
being conducted are expected to end in the evolution of a well-defined 
Sahttval-Ayrshire strain sufficiently hardy for Indian conditions. The 
apathy of the big landowners is a stumbling-block to progress in this 
matter and attempts should be made to overcome it by high officials who 
are in a position to exert infiuencre on them. Giving a more scientific and 
practical education to the sons of landowners ought also to go a long 
way towards breaking down the present indifference of the landlord 
class towards rural economics. 

§15. The Veterinary Department.— The direct and indirect losses due to 
disease among cattle are heavy. Loss of cattle by death is an important 
cause of rural iriHebtedness. The enfeeblement of the sumving cattle is 
perhaps an even more serious consideration. The uncertainty of animal 
life also compels the cultivator to keep reserve.s of cattle, which he is un- 
able to feed properly, and thus he neglects their quality. It is also one 
of the reasons of the reluctance even of tire larger landowners to en- 
gage in cattle-breeding operations.^ The work of the Veterinary Depart- 
ment in reducing the appalling incidence of disease and mortality among 
cattle must be briefly noticed. The number of cases treated at veterinary 
hospitals and dispensaries and by itinerant officers is steadily on the in- 
crease, showing a gradually improving appreciation by the public of the 
valuable work being done by the Department.''* Not the least important work 
of the Veterinary Department is granting immunity against contagious 
diseases in infepted areas by compulsory inoculations carried out with 
sera and vaccines, and here also the tendency on the part of the cultiva- 
tor to resent such action taken by the Department is on the decline owing 
to a growing conviction of its utility. In Madras, prophylactic measures 

iSec Indiii in 1934-?, p. 17. Ajrrkulttiral Commission UepnrI, par. 236. 

» Agriculture and Animal Husbandry in India (iS-W-e), pp. 248-9. 
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have been taken against rinderpest, the most dreaded of cattle diseases 
in India. In the same province compulsory inoculation by the serum 
method has been lejralized in villages notified by a District Magistrate. 
The disease being widespread, effective isolation would be impracticable, 
and in view of Flindu sentiment, destruction of healthy cattle in contact 
^vitil infected ones is out of the question. Measures., must therefore be 
devised for protecting the individual animal instead of trying to stamp 
out the source of infection. Compulsory inoculatioiij however, is un- 
desirable at present. The Agricultural Commission strongly recommended 
what is called the ‘ serum simultaneous ’ method in preference to the 
‘ serum alone ’ method of inoculation against rinderpest. ^ No charge should 
be made for preventive inoculation. The provision of veterinary aid in 
India is most inadequate and, the Commission recommended the establish- 
ment in each distriot of a central veterinary hospital with a number of 
dispensaries serving the subdivisions of the district. The staff attached 
to thCvSe dispensaries should be increased and men sent out to tour the 
districts. A substantial increase of veterinaiy officers of all grades is neces- 
sary. Veterinary research work, should be concentrated at the Muktesar 
Institute.^ » 

§16. Reserve capitaL^—As in otlrer industries, so in agriculture, some pro- 
vision for unforeseen expenditure as well as by way of a sinking fund 
and insurance is necessary if agriculture is to be conducted, as it ought 
to be, on sound business principles. It is a common experience, especially 
in tracts of uncertain rainfall like the Bombay Deccan, that there is a 
regular cycle of good, bad and indifferent years. Lack of any provision 
for meeting calamities like famines intensifies the suffering and distress 
resulting from them. There is similarly no systematic arrangement for 
meeting the charges on unproductive mortgages or loans or in con- 
nexion with depreciation of field improvements and implements. The 
sinking fund maintained for these various purposes need not be kept idle 
and in cash. It might be utilized for objects like cattle-breehing or the 
planting of fuel trees, investments which could be liquidatccl whenever 
necessity should arise for so doing. 

The principle of agricultural insurance has scarcely yet struck root in 
India. It is, however, a necessary precaution to insure stacks of fodder, 
farm buildings, crops, cattle, etc. Insurance is particularly needed in the 
ease of fodder and cattle. The recurrent losses due to rick-burning and 
cattle mortality are very heavy. A beginning has been recentjy made in 
the directioir of cattle insurance on a co-operative basis. Failing a re- 
gular sinking fund and insurance, for a general resort So which by the 
Indian fanner we shall have to wait for a long time, the next best plan 
would be to encourage the cultivator to build a farm-house on his holding, 

lit h:us been officially claimed that as a result oE systematic work a stage has now 
been reached at which, given the necessary staff, rinderpest can be brought under control 
at a comparatively small cost. 

'■i Agricultural Commission Report, par. 237. SSee Keatinge, op. cit., pp. 141-5. 
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‘ so that !ic may be on lite spot to protect his property, to have u reserve 
of fodrier, to make his cattle “secure against famine, to ]^a^’e an enclosed 
pcastiuc in which he may segregate them when con^tagioiis disease; occur, 
and to have an irrigation well to serve as an insurance against mioniploy- 
rnent in the diy season . 

Qrgai^ization . 

§17. Importance of rural industries.— Agriculture is as much in need of 
organization as any other business, but in India it is at present in a very 
bad way as regards both internal and external organization. Some of the 
serious shortcomings in internal organization, such as the absence of 
economic hold,ings, permanent improtvements, etc., have already been 
discussed. Another great defect is the abSehce of subsidiary industries. 

There is an appalling waste of rural labour on account of the seasonal 
character of agricultural operations. Except in irrigated tracts, where it 
is possible for the cultivator ‘ to sow something every month and to reap 
something every month and be always watering and weeding’, the aver- 
age^farmer does not get* employment on his farm all the year round- 
The duration of this enforced unemployment has been variously estimat- 
ed at from 150 to 270 days in the year. Mr E. H. H. Edye, Census Officer 
for the United Provinces, writes in the Census Report of 1921 : ‘The 
bulk of the population is agricultural, and agriculture here means ordi- 
narily the growing, harvesting and disposal of two crops in the year, and 
not the mixed farming familiar in England. Agriculture of this kind 
involves ver^f hard work for certain short periods— generally two sowings, 
two harvests, an occasional weeding in the rains, and three waterings in 
the cold weatherj-and almost complete inactivity for the rest of the year. 
In precarious tracts, inactivity may be unavoidable for a whole season, 
or even for a whole year. These periods of inactivity are, in the great 
majority of, cases, spent in idleness.' According to Dr Slater, taking the 
land of South India all round, there is agricultural work for the cultiva- 
tor only f(?r five-twelfths of his possible worTcing time. Mr J. C. Jack in 
his Economic Life of a Bengal District says : ‘ The time-table of the cul- 
tivator . . . when his land is unfit for jute, shows three months’ hard work 
and nige nionths’ idleness ; if he grows jute as well as rice, he will have an 
additional six weeks’ work in July and August.’ According to Keatinge, 
there are only 180 to 190 working days in the year in the Bombay Deccan, 
while according to Calvert, the work done by the average cultivator in 
the Punjab does not represent more than about 150 days’ full labour. 
The Royal Comlnission on Agriculture pointed out that while the amount 
of spare time varies very greatly according to local agricultural condi- 
tions, it may be assumed as a broad generalization that by far the greater 
number of cultivators have at least two to four months of absolute leisure 
in the year (par. 488). The U. P. Banking Enquiry Committee estimated 


See Keatifige, ,op. dt., p. 14B. 
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that for the province as a whole the peasant is occupied for not more 
than 200 days (par. 361). ^ * 

In the a.b.sence.of industries ancillaiy to agriailturc, the Indian farmer 
looks upon the slack sca.son as the time for recreation, marriage and liti- 
gation. Occasionally he may accept temporary employment in a town 
factory or on Government public works or migrate to, rural areas to sell 
his laboiu', or ply his cart for hire. In the case of the last alternative he 
has nowadays to reckon with the increasing competition of the motor 
truck. None of these usual occupations are altogether satisfactory from 
the agriculturist’s point of view. In Japan, the rearing of silk worms is an 
important supplementary rural industry. France, Germany and Italy all 
have their own rural industries. Moreover, agriculture in the West is of 
a mixed and varied character^apd gives employment to the farmer with- 
out any interruption.. Dairy-farming, pig-keeping and poultry-farming are 
the chief rural spare-time occupations. In India no doubt the chief solu- 
tion of this problem of rural under-employment lies in the intensifica- 
tion and diversification of agriculture. At the same time it is also true 
that much more can be done than at present to provide the cultivator 
with a suitable subsidiary occupation for his spare time by the introdtic- 
tion of new and the expansion of existing industries. The problem is how 
to ’supply the small farmer in India wdth some satisfactory spare-time 
occupations which can be undertaken by him or his family without 
detriment to the cultivation of his land, in order to add to the income 
from agriculture.^ Special attention has been drawn to this question in 
recent years as a result of the inauguration of the All-India Village Indus- 
tries Association in December 1934 and certain ‘ rural reconstruction 
centres ’ developed by missionary organizations. The village uplift cam- 
paign (see ch. xi) and the keen interest of Government in the revival of 
rural industries have also serwed to focus attention on this urgent problem 
of rural economy. 

§18. Dairy-farming, etc.— Dairy-fanning is one of the possible ’ subsidiary 
industries in India, and if it„ could be successfully established it would 
not only improve the economic position® of the ryot but also solve the 
problem of an adequate and pure milk supply- The problem is especially 
acute in urban areas where the milk is adulterated by the mixture of 
highly injurious .substances like boric acid, formalin, etc., and is not only 
poor in quality but also mudi dearer than in almost any other country 
in the world’. Attempts to start dairies that have been made hitherto have 
on the whole failed almost without exception, firstly, owing to the poor 
milk-producing qualities of the indigenous cattle (which have deteriorat- 
ed owing to the hard conditions of their life), want of protection by legisla- 

iFor an interesting survey of tlie existing and possible rural industrie.s, subsidiary 
to agriculture, in the various provinces of India, the Reports of the Provincial Banking 
Enquiry Committees and the Report of the Central Banking Enquiry Commiitee (par. 
299) may be consulted. 

2 The annual ca.sh value of dairy products has be^^n estimated at over Rs. 800 crores. 
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tioti and want of encouragement by the Goveniaieiu. l-!aviitg n-gai:! to 
tlie fact that milk and its prdddcts are the best j)os.siblc mccli;i ior (.aviy- 
:ing bacteria and germs of typhoid, diphtheria, etc., it is.casentia] that ])!'()- 
duction on scientific lines should be made a financial success so as to en- 
sure a stife and sure supply of milk to the public. Villages adjoining cities 
should be in a position to cater for the large demand that exists in uib.in 
areas for milk of reliable quality .at reasonable prices. Even in vi]lagc.s 
which are distant from towns and cities, there is scope for milk products 
being manufactured in forms such as cream, ghee and butter, suitable for 
transport over long distances. Dairy-farming, however, if it is to be pro- 
perly conducted, involves careful attention to the quality of the animals 
so that their milk-yielding capacity may be adequate. It is necessary, by 
means of scientific breeding, to product^ good milkers and to breed out 
the disadvantageous characteristics produced by generations of starvation 
and of promiscuotis mating.^ The subsidiai 7 industry par excellence of 
the cultivator should be tire breeding and learing of livestock, which 
rvould provide ah occupation and an income at all seasons and return 
to the soil the manure which is necessary to maintain its productivity. 
Titere are difficulties in rthe way, such as the crowding of the animals 
together with the men into the village houses, where proper attention to 
the cattle is impossible. Existing circumstances such as scattered holdings 
and congested villages need to be modified in order that animal husbandry 
on a commercial scale may be possible. Also there are various difficulties 
noticed above in connexion with adequate grazing facilities and fodder 
supply which must be steadily overcome in order that there should be 
a better balance between crop-production and animal industiy than at 
present.® 

Apart from dairy-farming and cattle-breeding, the following rural cot- 
tage and home industries may also be mentioned : poultry-keeping, fruit- 
growing, fishing, market-gardening, gur-making, hand hulling, sericul- 
ture, lac-culture, bee-keeping, tanning, soap-making, mat-making, bamboo- 
and cane-work, rope-making, pottery, knitting, making bidis, toy-making, 
glass-bangle manufacture, agricultural tool-making and smithing, rvood- 
work, lace and embroidery work, paper-making, pastry- and sweet-making.® 

It is obvious that not all the industries can be introduced everywhere 
in India. In order to ascertain the po.ssibility of introducing any of them 
in the different areas, a series of intensive regional surveys would be 
necessary.^ The special conditions of each district and village ivoulcl 

i .See Agricultural Commission Report, Minutes of Evidence, vol. I, part i, pp., 3.08-41. 

^S^e. X)x 'Wtighx’s Report on the Dairying Industry of India. 

ssee the Annual Reports of the Village Industries Association for further parti- 
cular.'; rcg,T.rding village industries, For an illustrative list of part-time cottage indii.s- 
Iries in Bombay province see the Report of the Bombay Economic and Industrial Survey 
Commitie.e (1938-10), vol. I, par. 14. 

4Sir M. Visvesvaraya suggests that, as in Japan, a classification of some districts as 
primarily agricultural and others as industrial, according to die resources of each 
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have to be carefully studied and industries selected accordingly. Poultry- 
farming, for example, would be possible 'ortly in those parts where there 
is ncj strong religious repugnance to its pursuit as an occupation. A similar 
consideration would rule out bee-keeping, for example, in Gujarat, where 
Jainism has a strong hold on the minds of the people. Poultry-farming 
and market-gardening would again require ready marl^ets near at hand 
and could be introduced with advantage only in rural areas near towns. 
Sericulture requires special altitudes and climatic conditions and has 
now to face the competition of the growing.imports of artificial silk. 

The Famine Inquiry Commission^ recommended, among other measures, 
the development of agro-industry and village public works. By agro-indus- 
try is meant the type of industrial undertaking, not cottage industry, 
which is specially suited for d&velopment in rural areas. Factories may be 
established in such areas for the processing of farm products and may 
be worked in association with large holders of land and co-operative 
societies representative of small holders. 

Village works of improvement may be started to provide tvork when 
agricultural operations are not in progress. For, their success the follow- 
ing conditions must be fulfilled : (i) the establishment of a panchayat For 
eacji village or group of villages with powers to raise money by taxation; 
(ii) a system of Government grants-in-aid towards the cost of village im- 
provements; and (Hi) the execution of such improvements by the pancliay- 
ats subject to supervision by Government, District Board or Local Board 
officials. 

§19. Economics of khaddar.— Hand-spinning requires a somewhat more 
detailed treatment, not so much because of its intrinsic importance as 
because of the controversy which has raged round the charka and its 
possibilities. The advocates of the charka maintain thal; hand-spinning 
is the only supplementary industry possible and suitable in present con- 
ditions for the large masses in rural areas, and that it affords the simplest 
and quickest means of utilizing exi.sting idle maiqaower. Mahatiha Gandhi, 
the great preacher of the gospel of the charka, summarized «s advan- 
tages ^ as follows : 

(i) It is immediately practicable, because (a) it does not require any 
capital or costly implements to put it into operation ; both the raw 
material and the implements for working it can be cheaply and locally 
obtained ; ((?) it does not rer^uire any higher degree of skill or intelligence 
than the ignorant and poverty-stricken masses of India possess ; (c) it 
require,s so little physical exertion that even little children and old men 
can practise it and so contribute their mite to the family fund ; (d) it 
docs not recjuire the ground to be prepared for its introduction afresh as 

slioiiKl be attempted in the Indian provinces and States, and that the people should 
be assisted and encouraged to follow recognized occupations. (Planned Economy for 
India, p. 39.) 

I Final Report, pp. 309-11. 

tJ,See R. J3. Gregg, Economics of Khaddar, pR. 170-2. 

■ 15 , , ■ .. ■■ „ ■ ■■-■'.■ I . 
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the spinning tradition is still alive among tlie people, (ii) It is universal 
and permanent as, next to fbod, yarn alone can be sm'e of always com- 
manding an unlimited and ready market at the^ very door-step of the 
worker, and thus it ensures a steady regular income to the impoverished 
agriculturist, (iii) It is independent of monsoon conditions and so can 
he carried on evj:n during famine times, (iv) It is not opposed to the 
religious or social susceptibilities of the people, (v) It provides a most 
perfect and ready means of fighting famine, (vi) It carries work to the 
very cottage of the pea.sant and thus prevents the distintegration of the 
family under economic distress, (vii) It alone can restore .some of the 
benefits of the village communities of India now well-nigh ruined, (viii) It 
is the backbone as much of the hand-weaver as of the agriculturist, as it 
alone can provide a permanent and staWe. basis for the hand-loom indus- 
try which at present is supporting from eight to ten million people and 
supplies about onetthird of the clothing requirements of India, (ix) Its 
revival would give a fillip to a host of cognate and allied village occupa- 
tions and thus rescue the villages from the state of decay into which they 
have fallen, (x) It alone can ensure the equitable distribution of wealth 
aiffbng the millions of inltabitants of India, (xi) It alone effectively solves 
the problem of unemployment, not only the partial unemployment of ^the 
agriculturist, but of the educated youth aimlessly wandering in search 
of occupation. The very magnitude of the task requires the marshalling 
of all the intellectual forces of the country to guide and direct the move- 
ment.^ 

C. Rajagopalachari (now H. E. the Governor-General), writing on the 
charka in his Memorandum submitted to the Royal Commission on Agri- 
culture, said: ‘Hand-spinning is the only occupation that can filTthe 
spare hours of the rural population if w'e take into account the limited 
skill and knowledge of the people and the necessary conditions of any 
spare-time occupation, namely that it should be simple, easily learnt, and 
capable of' being taken up and put aside any time so that it may not 
interfere with the main occupation.’ Similarly, S. V. Piintambekar and 
N. S. Varadachari, in their excellent essay on hand-spinning and weaving, 
maintain that the charka has a great future before it and is capable of 
effectively supplementing the existing mill production so as to provide 
clothing for the whole population on an adequate scale, if only a suitable 
organuation on decentralized lines is called into existence for the purpo.se. 
There are^ however, two main difficulties admitted even by fervent advo- 
cates of khacldar, namely (i) the taste that has been created for fine fabrics. 

Hinder the au.?pices of the Indian National Congre.ss, the Alldndia Spinners’ A.s.sodii- 
tion was formed in 1923 ‘to finance and direct the production and sale of khaddar through 
its variou.s production centres and sales depots'. Although the capital resources of the 
A.ssociation amounted at the end of 1941-2 to no more than Rs. SO laklis, a.s against 
about Rs. 50 crore.s engaged in textile mills, employment ha.s been found for more than 
half the number engaged in the mill industry. See Nanavati and Anjaria, The Indian 
Rural Problem, p. 24.9. . 
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and (ii) the gi'cater cost of hand-spun cloth as compared with that of mill 
products, especially those imported from ahroad. The second is tlie greater 
difficulty and it is. suggested that a state bounty should be given so as to 
help jrroduction and make reduction of prices possible, and that this will 
be necessary only for some time pending an -increase in the general pros- 
perity and purchasing power of the poorest classes through the recurring 
annual savings. Other methods of state help are loans of capital and 
facilities for production and distribution, reduced freights and preferen- 
tial treatment in octroi and other taxes. We cannot agree, however, that 
‘the increase in the purchasing power of the poorest classes’, even 
assuming it can come so easily, will induce them to buy khaddar in pre- 
ference to the cheaper mill-made cloth. Unless khaddar sells as cheap 
as or cheaper than mill-made clofli, a permanent system of artificial pfops 
in the shape of bounties will have to be maintained at the expense of the 
general taxpayer. In his preliminary report, the speci|l officer appointed 
by the Madras Government to can 7 out a survey of cottage industries, 
emphasizing the limitations of the khaddar movement in the province, 
arrived at the conclusion tliat the annual savings are not sufficient to hold 
out any large inducement to hand-spinning. These difficulties are real, and 
apart from the question of cost, it is not easy to change people’s psycho- 
logy and preference for 'cooler and more attractive substitutes for the 
coarse khaddar which lie within the reach of all but the very poorest 
However, so long as the farmer is not and cannot be supplied with any 
other more remunerative supplementary industry, hand-spinning offers 
him some chance of balancing his budget at the end of the year. The case 
for the charka is this, that spinning on the charka is better than doing 
nothing whatever. But the quest for more remunerative subsidiary indus- 
tries must be pursued to bring substantial economic relief tb the cultivator. 
§20. Some other rural industries.— Another way to tackle rural unemploy- 
ment is to promote the < establishment, in rural areas, of industries con- 
nected with the preparation of agricultural produce for consumption 
and export, such as cotton-gjnning, decortication of groundnuts, rice- 
milling and husking, manufacture of refined sugar, oil-pressing, manu- 
facture of bone manure, etc. These industries should, as far as possible, 
be organized on co-operative lines. They should not be concentrated in 
towns but should provide widespread rural employment. The .supply of 
cheap electric potver would be a great facility for the development of such 
industries connected with agriculture. The Punjab and Bombay offer a 
promising field for the establishment of hydro-electric works for the dis- 
tribution of cheap power in rural areas. A suitable system of technical 
education is a sine qua non of success. State aid to these industries will 
also be necessaryi at lea,st in the beginning. The Agricultural Commission 
favoured the local manufacture of agricultural implements by private firms 
helped by the engineering sections of the Agricultural Departments. This 
would also reduce the present heavy cost of transport and bring the local 
price within the reach of the agriculturist.^ The exploitation of bamboo 
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as a material loi' paper manufacture might give employment to the rural 
population Jiving on the outskirts of forests. Preservation of fruit by diying, 
canning and making into jams seems to hold out much prospect of employ- 
ment to the agricultural community and of profit to the promoters. 

^21. Defective marketiog of -agricultural produce.^— So long as the Indian 
iainicr was practising subsistence husbandry and enjoying the protection 
of the old village organizatiop, perhaps no further and special organiza- 
tion was necessary in rural areas, but today the conditions are altogether 
dilferent. While the commercialization of agriculture and the establish- 
ment of wide and competitive markets have made a stronger organization 
necessary, even the old arcliaic organization has been so weakened that 
it has ceased to be serviceable, and the ryot is left without any guidance 
or protection to face an altogether noyej situation. As the Agricultural 
Commission remarked: ‘ His interests have in the«main been left to the 
free play of economic forces, and. they have suffered in the process. For 
he is an infinitely small unit as compared with distributors and consumers 
of his produce who, in their respective fields, become every year more 
highly organized and more strongly consolidated.'^ 

•It is a common experiunce everywhere that the producer of raw materi- 
als generally fails to get his fair share of the good things of the world, 
and this is particularly the case at the present time in India where farming 
is carried on by small units unassisted fay any special organization 
for their protection. The Indian cultivator is normally dependent on 
the money-lender, to whom his crops are often mortgaged in advance. 
Besides the money-lender, there are a number of professional dealers 
and middlemen who attach themselves at every point and create a com- 
fortable corner of nourishment for themselves at the expense of the 
cultivator. A farther difficulty arises owing to an inadequate provision 
of roads, bridges and feeder railways to enable the agriculturist to deal 
directly with the consumers or wholesale dealers. Other handicaps of 
the cultivator are : absence of literacy, absence of properly regulated 
markets and of combinations among farmers, the chaotic condition of 
weights and mea.sures, unauthorized deductions of a number of market 
allowances, inadequate storage facilities, absence of standardization, 
grading, and uniform packing and absence of a proper system of market 
intelligence,^ In these circumstances, it is not surprising that the culti- 
vator does not get a fair price for his produce. Owing to his chronic short- 

IFor a comprehensive treatment o£ the problem o£ agricultural maiiceting, consult 
the chapter ’Marketing of Agricultural Produce* by S. G. Beri in Co-operation in 
India (edited by 'H. X. Kaji), pp. 340-65. 

2 Agricultural Commission Report, pat; 

3 For particulars regarding methods of sale, malpractices prevalent in the market 
and the various marketing charges, see Report on . the Marketing of Wheat in India 
(1937), pars. 148-62. This Report has revealed the fact that out of a rupee which 
the consumer pays for his wheat the producer gets nine annas and a half. According 
to a more recent (1941) Report on the marketing of rice In India, the cultivator 
gets only eight and a quarter anna^ of the rupee paid by the consumer. 
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age of capita f and the need to satisfy the demands of the sahuLir and o£ 
Governinenl, laud revenue, he is compelled ’to sell his |DrodLicc at a dis- 
advantage just 'when everybody is selling and the market is glutted- 
There is a long chain of middlemen, especially, in the case of staple 
ex})orts. Large linns often enter into fonvard 'contracts with the cultivator, 
to whom advances of money are given in anticipation ^f the delivery of 
produce. As a typical example of the multiplicity of middlemen who 
intervene between the cultivator and the consumer, the following dia- 
gram is reproduced from the Memorandum submitted by the Indian 
Central Cotton Committee to the Royal Agricnltural Commission.^ 
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As the Memorandum goes on to remark, the possible variations are 
obviously extremely numerous and the number of intervening middlemen 
may be veiy high. But even if we put aside extreme cases, there are 
usually too many intermediaries between the agriculturist and the con- 
sumer, such as the agTiculturist’s local aigent, the mofvissil purchaser’s 
agent, mofussil purchaser and retail purchaser. And as V. L. Mehta 
points out in his Memorandum, it would be possible to eliminate these 
intermediaries by the adoption of the co-operative method. A co-operative 
sale society, for example, may dispense with the local agent and the mofus- 
sil purchaser’s agent and make possible direct dealings with tlje mofus- 
sil pui'chaser. Not only this, but if there are efficient consumers’ societies 
at the centre, all the intermediaries may be eliminated, to the very great 
advantage of both producer and consumer.® Co-operation offers the only 
satisfactory solution for enabling the agriculturist to realize the full 
market price of his produce. The agriculturist sometimes deals directly 
with the consumer, but as each cultivator acts for himself, a dispropor- 
tionate amount of time and energy is necessarily involved in taking the 
produce over considerable distances and disposing of it in small quantities. 
§22. Co-operative sale.~It is only recently that the realization has dawned 
upon tile Agricultural and the Co-operative Department.s that rural 
marketing is the crux of the whole question of rural jarosperity and bet- 

X Af^ricMltural Commissimi Repon. Mimtes ai TNiAtace, vol. II, part ii, p. 21. 

2 ibid., vol. II, part ii, p. 110. ^ 
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terment, and the movement for co-operative marketing has already made 
some headway in India. Bunha'led the way by inaugurating joint paddy 
sale societies. But the most promising development liars been in the sale 
ol cotton in provinces such as Bombay. Go-operative cotton sale societies 
iiave been started in Bombay, . the Central Provinces, Madras and the 
Punjab. I'he movement has so far achieved the most considerable success 
in Bombay, where there are Mour principal areas in which cotton sale 
societies are situated : (i) Dharwar and Belgaum ; (ii) Bijapur ; (iii) Surat, 
Broach and Kaira and (iv) Khandesh, those in the first and third areas 
being the most important. These societies have established their reputation 
as an effective agency for improving the quality of cotton grown and 
securing better prices to the cotton grower. Several different types of 
organization are being given a trial : (i^ societies which pool their mem- 
bers’ produce, arrange for ginning and sell ginned (and baled) cotton ; 
(ii) societies which, organite periodical auction sales of graded kapas— the 
sales being on individual account ; (iii) co-operative commission shops 
which provide storage so that the grower is not obliged to sell on an 
unfavourable day— such, societies are being tried in the Punjab; and 
(iT) co-operative ginning* and sale of members’ cotton by seed unions. 
These unions are mainly organized for the production of pure seed ^nd 
can scarcely be regarded as touching the real question of cotton marketing. 
The first type is the only one which makes a serious attempt to dispense with 
the small middleman altogether and has attained some measure of success 
in the Surat District, where the cotton sale societies have recently 
combined in a Sales Union which has taken over the co-operative gin- 
ning factory already started by the members. Another duty of the Union 
is to have the cotton of societies insured, securing a rebate on premiums 
which forms its main source of income. I’he second type is in operation 
mainly in the Dharwar District with Gadag and Hubli as the promi- 
nent centres. 

However, the progress of co-operative marketing organization even 
in its most remarkable development, namely, in cotton, has not been 
very rapid, nor has it been unattended entirely by serious defects, such 
as : lack of skilled technical advice and guidance, expert knowledge of 
market conditions and trends, and ability for proper business manage- 
ment ; absence of hold on the members (who cannot be legally forced 
to sell their cotton through the societies) ; inadeejuate finance (specially 
hindering,prompt advances of money to growers), lack of godown and 
storage facilities, ignorance about internal and external markets, isolation 
of the sale societies. Paucity of trained personnel over and above the oppo- 
sition of the vested interest of traders hinder the organization of co- 
operative sale societies. All these defects must be removed, and the 
movement must be efficiently organized and skilfully worked in order 
that it may be able to fight against .the powerful vested interests of dalals, 
adatyas and other middlemen.^ The Reserve Bank of India should extend 

rSee Commission Report, Minutes oE Evidence, vol. II, part ii, pp. 22-31. 
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financjal help to Co-operative Marketing Societies tiirough she Provin- 
cial Co-operative Banks. (See ch, x.) • • 

The principle oi' co-operative sale has been extended to other agricul- 
tural inc)diict.s such as ^ur, tobacco, chillies, paddy, areca nuts and potatoes, 
and there i.s a fairly efficient organization for the sale of gur, especially 
in flic canal areas in Bombay province. Unfortunately the experiments 
matlc in Bengal in the co-operative saje of jute and ptfady have not met 
with success. Recently societies for the sale of paddy, si^>ar-cane and lish 
have been organized. Madras has a number of sale societies, but their 
transaction.s are small and they have not made much progress.^ However, 
as indicated above, the sale movement has struck root in the Bombay 
province, especially in Gujarat and Bombay Karnatak, where the cotton- 
grower has reaped considerable; benefits from the cotton sale societies. 
Co-operative marketing has made gi'eat strides in the United Provinces, 
where societies for the marketing of sugar-cane are rapidly growing in 
importance. Noteworthy progress was recorded in organizing ghee sale 
societies. A scheme for the production and marketing of potatoes, cereals 
and fruits was introduced in the year 1939-40 and societies were organized 
for the sale of these commodities. In Bihar canc-growers’ socicHes 
are being organized. In other provinces only limited progress has been 
achieved in organizing co-operative marketing. The new marketing organi- 
zation (see §§24-5 below) established by the Government of India and 
the provincial Governments is expected to stimulate the development 
of co-operative marketing of agricultural produce in India. 

§23. Certain improvements in marketing organization.— Modern industry 
requires that consignments should be up to sample and uniform from 
year to year ; and unless these conditions are fulfilled, large-scale market- 
ing for distant customers cannot be satisfactorily condueped to the fullest 
possible advantage of the primary producer. At present various abuses 
exist such as damping and admixture, not only on the threshing floor but 
also in the godowiis of brokers and dealers. Legislation has been felt to 
he necessary in order to preyent tliese malpractices. As we have already 
mentioned, at the instance of the Indian Central Cotton Comlnittee, the 
Cotton Transport Act and the Cotton Ginning and Pressing Factories Act 
were passed in 1923 and 1925 respectively. Under the former Act (which 
now applies to the most important staple cotton areas of the Bombay and 
Madras provinces and of the Baroda, Rajpipla and Indore States) the 
provincial Government is enabled to notify definite areas of^ cotton for 
■protection and to prevent the importation of cotton from outside these 
areas except under licence. This is aimed against the practice of importing 
inferior cottons for purposes of adulteration, which had resulted in ruining 
the reputation of several valuable varieties of staple cotton. Under the 

ll’hcre is also tbc Madra.s Provincial Co-opexative Marketing' Society, tvhicb -was 
started in 1936 with a view mainly to co-ordinating the activities of the sale societies. 
It is not, however, a real provincial apex society in the accepted .sense of the term. 
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Cotton GiiTiiing and Pressing Factories Act which, as already said, is a 
corollary o£ the former Act, prowsion has been made for a certain amount 
of control of ginning and pressing factories and for the marking of all 
bales of cotton pressed with a press-mark and serial number so as to 
facilitate tracing them to their origin. A third piece of legislation, which 
also affects cotton, was the Bombay Cotton Markets Act (1927), which, 
while based on tire Berar mo^el (the Berar Cotton and Grain Markets 
Law of 1897), wag in some respects in advance of it. It was of an enabling 
character and permitted the notification of open cotton markets where 
trading took place in tlie unbaled cotton brought by the grower under 
proper rules and by-laws administered by a market committee, on which 
the cotton-growers were represented. This Act was repealed following the 
enactment in 1939 of more comprehensive legislation, viz. the Bombay 
Agricultural Produce Markets Act. Legislation seeking to establish regula- 
ted markets has alscj been adopted by Hyderabad (1930), Madras (1933),^ 
the Central Provinces (1935), the Punjab (1939), 2 Mysore (1939) and the 
N.-W. F. Province (1939). With the help of regulated markets, which are 
administered by a representative marketing committee which controls 
licensed brokers operating»in the market, the grower can obtain a square 
deal owing to the operation of rules designed to protect him from yn- 
autliorized deductions, false weighings and unduly low quotations. An- 
other advantage is that through the agency of such an organization the 
cultivator should gain that touch with substantial buyers which selling in 
the open market promotes. 

It is natural that attention should have been first directed towards the 
development of an efficient marketing organization in the case of cotton, 
the most important commercial crop. It is, however, desirable that the 
principle should be extended to other crops also. A serious drawback in 
the existing marketing organization is the absence of information in 
regard to marketing conditions, such as collection, storage and transport 
of produce,' and manipulation, together with a detailed analysis of the 
price structure at every stage. (See however §?6 below.) This is essential in 
evolving a satisfactory policy for securing improvement in marketing. 
The Indian Central Cotton Committee made some investigations into the 
finance and marketing of cultivators’ cotton, and their reports contain 
much valuable information.* The Agricultural Commission strongly em- 
phasized the need for undertaking marketing surveys and for the training 
of the necifssary personnel. They recommended the appointment of an 
expert marketing officer under the Agricultural Department in each, pro- 
vince.^ The various provincial Banking Enquiry Committees devoted a 
great deal of attention to the marketing conditions in various provinces 

1 Amended by Madras Act XIX of 1939 and Madras Act III of 1940. 

2 The Punjab Act came into force in October. 1941, 

3 See General Report (also separate jRe^oml on Eight Investigations into the Finance 
and Marketing of CvUivators' Cotton (Indian Central Cotton Committee). 

* Agricultural Commission Report, ^ars. 347-8. ' 
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(including- some Indian States such as Hyderabad), and their rejborts throw 
a good deal of light on the various niarketing problems in different 
jjarts of India and. show how marketing conditions vary greatly from pro- 
vince to province and in respect of different products in the same province.^ 
’§24. The new marketing organization.— Although provincial Governments 
had accepted the recommendations of the Agricultural Commission re- 
garding market surveys and the appoiatmmt of expert marketing officers 
in the provincial Agricultural Departments, they were detarred by financial 
stringency from making substantial progress. The Government of India 
came to the conclusion that substantial expenditure from central revenues 
was justifiable for studying the all-India aspects of the problem, even at 
a time of financial stringency, in view of the fact that improved agricul- 
tural marketing is an aid to the general economic recovery of the country. 
This was also necessary to safeguard India’s future in the face of the in- 
tensified foreign competition -w'hich was being felt as a result of modern 
scientific and economic developments in competing countries. Accordingly, 
in consultation with the provincial Governments and the advisory board 
of the Imperial Council of Agricultural Research, the Governmettt of 
India took the first step in the new direction by’ appointing in April 19S4 
Mr,A. INI. Livingstone, a senior officer of the marketing branch of the British 
Ministry of Agriculture, as the Agricultural Marketing Adviser to the Re- 
search Council. The question of agricultural marketing was also considered 
by the Provincial Economic Conference held in April 1934, and it was 
generally agreed that an intensive programme for developing marketing 
facilities for agricultural products (both crops and livestock products) 
offered the best possible prospect of substantial results. The Conference 
recommended action on the following lines : propaganda and the supply 
of information in external markets regarding Indian products ; the grad- 
ing, storing and bulking of the main staple products, .special market 
organization for perishable commodities, information to India’s producers 
of consumers’ requirements both in India and abroad ; the planning of 
production on the basis of quality and demand, the establishptent and 
development of regulated markets, the undertaking of market surveys for 
the purpose of developing a common plan throughout India and the es- 
tablishment of properly organized ‘ future ’ markets, commodity exchanges 
and warehouses. The Government of India, in a resolution issued on 
5 May 1934, outlined their new marketing policy— on the lines recommend- 
ed at the Conference- which was to be carried out in collaboration with 
the provinces and Indian States.^ For this purpose central and provincial 
marketing staffs were appointed, The central staff consists of the .Agri- 
cultural Marketing Adviser, three Senior Marketing Officers, three 

1 For the recommendations of the Central Banking Enquiry Committee regarding 
marketing oE agricultural produce see their Report, pars. 284-6 and 289. 

2 Tile new policy broadly follows the recommendations of the Royal. Commission on 
Agriculture which were endorsed in general .by the (Central Banking Enquiry Committee. 
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Marketing 'DfEcers, one Supervising Officer for experimental grading and 
packing stations, and twelve Assistant Marketing Officers. The provincial 
jnarkcting stall consi.sts of a Chief Marketing Officer and Assistant Market- 
ing Officers. The cost to the provinces of Rs. 2 lakhs per annum was 
borne by the Central Government for a period of five years. Besides 92 
full-time Marketiirg Officers operating throughout India, 226 officers were 
nominated to deal with, markejting. questions in the smaller Indian States 
and Minor Administrations. 

The work done by the central marketing staff in conjunction with the 
N^provincial marketing staff fell into three main divisions ; (i) investigation 
work, (ii) development work and (iii) work on grade standards. The in- 
vestigation work included a series of marketing surveys with immediate 
reference to the more important commodities, such as cereals, oil-seed. s, 
tobacco, fibres and fruit, and animal husbandry products, dairy products 
and livestock. Certain general questions were also included, such as regu- 
lated markets, problems of transportation, storage and preservation of 
commodities. The marketing surveys set out in detail the sy.stem of market- 
ing the commodities conq^rned, not only iit each of the provinces separately 
b® also in respect of inter-provincial, inter-State and foreign trade, so 
as to provide an all-India picture of the existing conditions and a cpm- 
mon basis for future progress. The reports on marketing sinveys formu- 
lated proposals regarding the essential and practicable improvements. The 
work connected with tire execution : of these surveys was shared between 
the central and provincial marketing staff, and the planning of the surveys, 
compilation of data, and preparation of the results fell mainly on the 
central staff. The development work, which must obviously depend UiDou 
the results of the marketing surveys, included the demonstration of any 
recommendations made with the object of keeping the producers and 
traders in touch with consumers’ requirements, and the popularization 
of the recommended standard grades, containers, etc. The development 
work for e'ach commodity has to be done mainly by the provincial market- 
ing staff. The work on grade standards is of a technical character relating 
to the chemical and physical characteristics of such products as oil-seeds, 
grains, fruit, etc., and the testing of grading technique and equipment 
under practical conditions. 

§25. Work done by the marketing organization.— Altliough the marketing- 
organization has been in full operation for a comparatively short period, 
a good dtjal of work has already been accomplished. By the end of the 
year 1940., 29 marketing surveys of various provinces and Indian States 
had either been completed or had reached an advanced stage. In carrying 
out the investigation work in close consultation with producers, distri- 
butors, wholesalers, manufacturers, railway agents and other groups of 
})ersons concerned in the production and distribution of commodities, 
special attention has been given to a study of prices and the quality of 
the products concerned. Surveys were in the first instance initiated in re- 
gard to rice, wheat, linseed, groundnuts, tobacco, coffee, fruits, milk, eggs, 
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livestock ;intl hides and skins ,• and also in respect of markets and fairs 
and co-operative marketing. Already thiftedn all-India Marketing Survey 
Reports have been published. Special mention may be made of the fmst 
Report, viz., the Report on the Marketing of Wheat in India (1937). It 
gives an exhaustive picture of the marketing of wheat in this country and 
contains much valuable material which should be of interest to all those 
connected with the wheat trade.i < , 

Earnest efforts were made after the commencement «f the year 1937 
to put into practical effect the preliminary results obtained in the course 
of the marketing sujweys. Much of the information so collected was com- 
piled for use in discussions with the producers and trade interests con- 
cerned with grains, oil-seeds, ghee, milk and dairy products. At the same 
time the preliminary surveys .,showed that the selling of mixed pro’duce 
of doubtful quality »is a, common practice which adversely affects the 
returns to produce. There proved to be, therefore,, a prima facie ca.se 
■for tire better grading of agricultural produce in order to eliminate waste 
and provide a common basis for trading on standard quality to the advant- 
age of both producers and consumers. With this, end in view the Agricul- 
tural Produce (Grading and Marketing) Act was passed by the Centkal 
Legislature in February 1937, providing for the fixing of grade designations 
to indicate the quality of any scheduled article of agricultural produce, for 
defining standards of quality, and specifying grade designation marks. 
The rules issued under the Act empower the Agricultural Marketing 
Adviser to issue certificates of authorization to suitable persons who are 
prepared to grade and mark their produce. To give a practical lead to 
all concerned the central marketing staff initiated the grading and marking 
of different commodities, at 25 experimental centres. In 1940 standardized 
grading and marking of several commodities, such as eggs, ghee, butter, 
rice, fresh fruits, tobacco, Cotton, etc., was carried out commercially at 
over 400 centres. During 1940 alone more than Rs. 102 lakhs worth of 
produce was sold under the Agmark as compared with Rs. B1 lakhs in 
1939.2 The success achieved ^it these centres in sjaite of many difficulties 
clearly indicates that theme is a demand for graded goods, and that, parti- 
cularly for perishable goods such as eggs and fruits, producers can in 
many cases secure considerably better returns by proper grading. Provincial 
and State marketing staffs have assisted in establishing these grading 
stations. With the necessary backing from their Governments they were 
able to develop this side of their work rapidly. It is necessary, horrever, 
to devise arrangements for safeguarding the interests of the primary 
protlucer, for it was revealed at the 1941 Marketing Officers' Conference 

iJiesides the marketing survey work which wa.s carried on by the central market- 
ing staff anil tlic marketing officers appointed by the different provinces and States, 
the various .statutory all-India Central Commodity Cominittee.s (lor lac, jute, sugar, 
coffee, and cotton) had their own marketing staff to carry out special surveys on the 
products concerned in close association with the central and local marketing staffs. 

s, ArmMd Report on Agricultural Marketing in nUndia (1940), p. 3. 
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that of the 'lolal value of graded produce sold in the market, only 18 per 
cent was haiutled by the prodilcets, the balance being sold by middlemen. 

fjulrstantial progress in regard to the standardization* of uniform con- 
tract terras (for white wheat, linseed, and groundnuts) has been made 
with the co-operation of many trade associations covering the whole of 
India. ' 

Finally arrangements were made* for a Market News Service through 
weekly broadcasts* from the Delhi Station of the All-India Radio in 
English and Indian languages regarding prices, stocks and movements of 
wheat, linseed and rice, and daily broadcasting of the closing rates at 
Hapur market. Similar steps were taken by provincial marketing officers 
to improve the system of marketing news service, e.g. the Bombay Gov- 
ernm'ent have since 1941 set up a price divtelligence service through the 
agency of the Revenue Department. The other items of the better system 
of marketing planned by the Government of Bombay refer to the develop- 
ment of co-operative sale societies, the establishment of regulated markets 
and standardization of products under the Agniark scheme for ensuring 
the quality of supplies. Provincial Co-operative Marketing Society was 
registered at Bombay in 1941. It was tlie first model society for the country 
and hoped to attract business from other provinces as well. 

The whole question of the future development of agricultural marketing 
was considered by the conference of Ministers on agricultural marketing 
held at New Delhi in 1941. It recognized the need for slowing the pace of 
departmental surveys and accelerating development work, and made 
valuable suggestions for filling the serious gaps revealed in the existing 
marketing organization. 

A number of Indian States offered their co-operation in the improve- 
ment of agricultural marketing, which is the real crux of the whole ques- 
tion of rural prosperity. This great combined effort is expected to bring 
results of substantial benefit to the Indian agriculturist. 

§26. Need for warehouses, standardization of weights and measures, etc.— 
Another improvement in marketing organization relates to the provision 
of suitable warehousing facilities and of the issue of warehouse certificates 
to the growers, who should be enabled to obtain advances from co-operative 
and other banks against the deposit of such certificates. This should make 
it possible for the grower to hold his produce against a favourable turn 
of prices. In this connexion we would invite attention to the American 
system of licensed warehouses and the Egyptian scheme of loans on the 
security of cotton to assist the small producer. The reports of the various 
provincial Banking Enquiry Committees had much to say on the question 
of the applicability of these two schemes to Indian conditions and exjrress- 
ed a variety of opinions as regards legislation for licensing and otherwise 
controlling warehouses. For example, the Punjab Committee opined that 
such warehouses are at present premature, but may be needecl in time.^ 

I Report of the Punjap Banking Enquiry Committee, par. 92. 
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The Borabay Committee, on the other hand, recommended that licensed 
■warehouses should be introduced in a’fe^ important centres to begin 
with.i The CentraT Banking Enquiry Committee made severai useful 
recommendations in ttiis connexion. They suggested that the question ol; 
providing warehouses by private agencies -and licensing them, and the 
provision of capital for their construction, should be taken up by provincial 
Governments, their efforts being coordinated by the Imperial Council of 
Agricultural Research. The problem of starting railway warehouses should 
be undertaken by the railway Board and the railways should be asked to 
start experiments at selected centres. Provincial Governments should offer 
long-term loans at concessional rates of interest to co-operative societies to 
build godowns in centres whicli provide good markets.^ It is gratifying 
that the Governments of Bombay and Madras have commenced the grant 
of such loans to mnlti-purpose societies and marketing societies. It is 
generally believed that it would be premature to adopt the Eg-yptian 
Cotton Scheme, as its utility even in Egypt has not been established, and 
as it is not desirable to encourage the small cultivator under present con- 
ditions to hold up produce for a long period!, in the hope of a rise.^ 
Another much-needed reform is the standardization of weights ahd 
measures. This has been strongly emphasized by the Agricultural Com- 
mission, the vai'ious provincial Banking Enquiry Committees and the 
Central Banking Enquiry Committee. In this connexion attention may be 
invited to the Central Provinces Weights and Measures of Capacities Act 
(1928) which lays down the units of weights and measures and empowers 
tbe Government to secure standardization by notifying areas for the pur- 
poses of the Act. A similar Act came into force in the Bombay Presidency 
in the year 1935, As recommended by the Ministers’ Marketing Conference, 
a Standards of Weight Bill was passed by the Central Legislature in 
1939. Pending the issue of the necessary rules under the Act, and the manu- 
facture of certain sets of standard weights, local effect has been given to 
the standards of w’eights prescribed under the Act in several provinces 
including Madras, Bengal, the United Provinces, and the Central Pro- 
viirces.^ The introduction of the metric system is an obvious reform. But 
unfortunately the proposal has not received the support it deserves from 
leaders of popular opinion. 

In conclusion, it is necessary to consider the possibility and advisability 
of creating throughout the country properly regulated forward markets 
run on orthodox lines in the interest of both sellers and buyers so that 
the value of produce may be hedged and the risk of market fluctuations 
mitigated.® 

i Report of the Bombay Banking Enquiry Committee, par. 151. 
it See Report of the Central Banking Enquiry Committee, pars. 279-82. 

3 ,Scc Reports of the Punjab Banking Enquiry Committee, par. 93 and o£ the Central 
Provinces and Berar Banking Enquiry Committee, par. 1085. 
i Annual Reports of the Agricultural Marketing Adviser (1940), p. 3, and (1941), p. 6. 
5 'I'lie main difficnlty in regard to the working a$ the regulated markets is the paucity 
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RURAL INDEBTEDNESS 

§1. Rural indebtedness; a serious problem.— Owing to her fertile .soil, abun- 
dance of labour and considerable inherited agricultural skill, India seems 
to be marked ouf by nature as a prosperous agricultural country. And yet 
Indian agriculture is in a very backward condition and the lot of the aver- 
age cultivator in India is not far removed from utter destitution. The 
existence of crushing debt is universally acknowledged to be one of the 
mail}, causes of this state of affairs. As the late Mr Wolff put it : ‘ The 
country is in the grip of the mahajan. It •is'' the bonds of debt tliat shackle 
agriculture. The presence of a huge volume of indebtedness, which is 
for the most part unproductive, inhibits improvement in every direction 
and constitutes one of the most serious problems of agricultural economy 
in India. 

Extent of indebtedness : early inquities.-In 1875, the Deccan Riots 
Commission, analysing the* situation in twelve villages in the Ahmednagar 
district (Bombay), came to the conclusion that one-third of the occupaitits 
of Government land were embarrassed with debts, that these debts aver- 
aged about eighteen times the as.sessment, that two-thirds of the debt 
was secured by mortgage of land and that the average debt per occupant 
amounted to Rs. 371. 

The Famine Commission of 1880 inferred from evidence collected from 
all parts of India that one-third of the landholding classes were deeply 
and inextricably in debt and that at least an equal proportion, although 
in debt, were not so beyond the power of recovering themselves. In 1895 
Sir Frederick Nicholson estimated the total rural debt of Madras at Rs. 45 
crores. 

The Famine Commission of 1901 came to the conclusion that one-fourth 
of the Bc^mbay cultivators had lost possession of their lands, less than 
one-fifth of them were free from debt and the remainder were indebted 
to a greater or less extent. 

Sir Edward Maclagan calculated the total agriatltural debt of British 
India to be about Rs. 300 crores in 1911 on the basis of Nicholson's esti- 
mate for Madras. M. L. Darling, preferring the Punjab figure of 1924 
as a more "reliable basis than the Madras figure of 1895, arrived at the 

of the right type* of representatives of agriculturists to work on the Market Com- 
inittee.s; so-called representatives of agriculturi.sts are too often found to barter away 
Ific interests of agriculturists even for a petty inducement. Dr Shirnaine, an authority 
un: this subject, considers that it might be. desirable, at least for some time, to discard 
the principle of democracy and ‘ attempt to regulate markets only through a strong and 
effeotive; Government or any other executive machinery’. (See p. 258 of the Proceedings 
of the Pourlh Conference (Dec. 1943) of the Indian Society of Agricultural Economics.) 

fH. Wollf, Co-nptratian in India, fi. 3. 
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figure of Rs. GOO crores for ‘ British ’ India, ‘ The Punjab figure' (90 crorcs) 
is nineteen times the land revenue of the’prbyince. Applying this multiple 
to the land revenue (33.45 crores) of British India (including Burma) in 
1923-4, we get a deb! of Rs. 674 crores. There is, however, reason to 
believe that the Punjab is more highly indebted than most parts of rural 
India. Various things suggest this : for instance . . . the number of money- 
lenders, which in proportion to populatiotj is three times as great in the 
Punjab as in the rest of British India, and the special legislation that has 
had to be passed to protect the cultivator against the money-lender. Instead 
therefore of taking a multiple of 19, it will be safer to take one of 17. 
This gives a total of 603 crores. The amount is probably higher, as where- 
ever there is a permanent settlement, land revenue is on a much lower 
scale than elsewhere ; nor does the land revenue figure taken for British 
India include land revenue enjoyed by assignees, though it does in the case 
of the Punjab. Further, if we apply the Punjab figure, in terms of popula- 
tion, we get a total of 1,080 crores, for the rural population of the Pun- 
jab is only one-twelfth of that of British India. Very tentatively therefore 
we may say that the total rural debt of British j^ndia with its population 
of 247 millions, is not less than 600 crores. • -* 

The investigations into this question on the part of the various 
provincial Banking Enquiry Committees in 1929-30 resulted in com- 
paratively more comprehensive estimates which have confirmed this 
general impression left on the mind by the earlier inquiries while adding 
a little more definiteness to it.^ The estimates do not pi-etend to be 
thoroughly accurate but are useful by way of giving a general notion 
of the total debt. 

§3. Estimates of agricultural indebtedness by provincial Banking Enquiry 
Committees.— We give below estimates of rural indebtedifess culled from 
the reports of the various provincial Banking Enquiry Committees pub- 
lished in the course of the year 1930. 

(i) Bombay.— The total agricultural debt of the whole province includ- 
ing Sind was estimated at Rs« 81 crores. This worked out at fifteen times 
the total land assessment that is about 53 per cent of the average value of 
the total agricultural produce of the province. The average debt per family 
came to Rs. 329. The percentage of families ; free from debt was IS in 
Sind ; 21 in North Gujarat ; 23 in South Gujarat ; and 29 in the Konkan 
(pars. 49-50, 54), (ii) Madras.— The maximum figure for the year of the 

1 ' For the whole oE India we may put total agricultural debt at about 1,000 crores.* 
Darling, Punjab Peasant, fourth edition, p.,19; see also .second edition, p. 17, and third 
edition, pp. 18-19. 

2 The Agricultural Gonunission suggested that periodical reports on money-lending 
should be prepared and issued by the Income-Tax Department so as to throw some 
light on the different aspects of rural debt (Report, par, 368). The same object can be 
served by reports on the working of the Money-lender.s’ Acts, requiring registnalion 
and maintenance of accounts by them, passed in recent years in several provinces; 



240 INDIAN ECONOMICS 

total debt was in the neighbourhood o£ Rs. 150 crores and the debt 
continuing from year to yeaf was about Rs. 70 crores. The average debt 
for the Province was Rs. 19 per rupee of assessment (pars. 9G, 98). 
(iii) Bengal.— The total agricultural debt for the whole of Bengal tvas es- 
timated at Rs. 100 crores. The average debt per agriculturist family was 
Rs. IbO (par. 90)^ (iv) United Provinces.— The United Provinces Banking 
Enquiry Committee arrived at the figure of Rs. 124 crores (in routid 
figures) for the »■ total debt of the landlords, peasant proprietors and 
tenants in the whole province (Appendix II). (v) Punjab.— The total 
agricultural debt of the Punjab was estimated at Rs. 135 crores in 1929 
as compared with Rs. 90 crores in 1921, thus showing an increase of 50 
per cent upon the estimate of the latter year. The debt’s multiple of land 
revenue was 27 in 1929 as compared ta 1,9 in 1921. The debt per head 
of those supported by agriculture was Rs. 104 in 1929, as compared with 
Rs. 76 in 1921. The debt per cultivated acre rose from Rs. 31 in 1921 
to Rs. 45 in 1929 (par. 22). (vi) Central Provinces and Berar.— The total 
debt of about Rs. 36J crores came to about 49 per cent of the normal 
gross crop outturn. The;^ interest charges amounted to 2|- times the total 
l^d revenue demand, and to more than one-third of the normal balance 
from agricultural income. The total cultivators’ debt was Rs. 227 per 
cultivating family (pars. 644, 653-4). (vii) Bihar and Orissa.— The total 
rural indebtedness for the whole province was Rs. 165 crores. Of this, 
Rs. 24 crores could be put down to the landlords, Rs. 2 crores to the other 
rural households excluding ordinary cultivators, and Rs. 129 crores to 
the ordinary cultivators (par. 90). (viii) Assam.— The total agricultural 
indebtedness of the plains districts was over Rs. 22 crores, that is 21 
times the annual land revenue. The average debt per family was Rs. 242. 
Fifteen per cenr of the families were free from debt (par. 33). (ix) Central 
Areas.— The total indebtedness in the areas centrally administered was 
estimated at Rs. 18 crores and that for Goorg was between Rs. 35 and 
Rs. 55 lakhs. 

From these estimates it would appear that the total agricultural in- 
debtedness of the British Indian provinces^ in 1929 was in the neighbour- 
hood of Rs. 900 crores,^ tlrough these estimate.s have no pretensions to 
complete accuracy. It was believed to exceed Rs. 1,200 crores for British 
India alone in 1941.8 The actual incidence or burden of indebtedne.ss be- 
came much more crushing after the first world war, more particularly 
during the economic depression after 1929.* 

The seriousness of the debt, however, does not lie in its volume nor 
in its rate of gi'owth. What gives cause for uneasiness is that the greater 

1 Including Burma, i 

2See Report of the Central Banking Enquiry Committee, par 77. 

sr. J. Thomas, The Problem of Rural Indebtedness (1941), p. 19. 

'4 ‘Measured in commodities, it must, now be Twice as liirge .as a result of the fall in 
prices since 1^25. ’—Preliminary Repcert ' on Agricultural Credit by the Reserve Bank 
oj India (19.16), par. 13. • 
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jjart of the debt is unproductive. For exaraplci according tb Darling, 
less than five per cent of the, debt in the'PiInjab is due to land improve- 
ment.! jsjt;w debts ’are contracted to repay old ones to a very large extent. 
§4. The causes of indebtedness.— If indebtedness is a cause of poverty, the 
reverse also is equally true. It is, therefore, to be expected that much of 
what is advanced in explanation of the indebtedness plso explains the 
poverty of the rural masses in India. We may take the following as the 
principal causes of rural indebtedness ; » 

(i) T he excessive pressure of the population on the land. 

(ii) The excessive subdivision and fragmentation of the soil. 

(iii) The decline of the cottage industries and the loss of income to 
the ryot owing to the absence of a subsidiary occupation in the off season.^ 

(iv) The ill-health of the. •ryot.—A.t certain seasons, sickness, e.g. 
malaria, puts the cultivator out of action when his labour is most needed, 
and generally lowers his efficiency to a very serious «extent. 

(v) The insecurity of harvests.— This feature has justified the des- 
cription of Indian agriculture as a gamble in the monsoon which, as 
Darling remarks, ‘ has all the proverbial caprice of the Eastern potentate ’. 
It has been calculated that an agricultural cyCle of five years gives one 
good year, one bad and three that are neither good nor bad. It is only 
in good years that the peasant can possibly keep himself out of debt. 

(yi) The loss <>f cattle owing to famine and Diseases like 

rinderpest are another obvious cause of the economic embarrassment of 
the cultivator, as evidenced by the large percentage of loans given by co- 
operative societies for the purdrase of cattle. 

(vii) Depreciation.— Another cause is the failure to provide for de- 
preciation of cattle and implements, so that when their usq|ulness comes to 
an end there is no fund to replace them without borrowing. There is 
thus a steady consumption of capital going on. This is largely due to 
a lack of appreciation of facts, but is also partly the consequence of a 
desire for a higher standard of living. It is difficult to put aside funds for 
depreciation of, say, cattle, when so many desirable things, whetjier luxur- 
ies or not, are lacking in the household. The difficulty is aggravated owing 
to the lack of banking facilities and a tradition of saving.^ 

('viii) The excessive love of litigation.—This characteristic of the 
Indian ryot, amenable as it is to treatment and cure by better education, 
is undoubtedly one of the causes, although a minor one, of indebtedness. 

(ix) The improvidence and extravagance of the ryot.— It "is possible 

1 cf. ‘ One peculiar feature of agricultural indebtedness is that it is in most cases 
a mark of distress, whereas in the case of other industries, borrowed finance is a normal 
feature. As the loans are mostly for unproductive piiq^oscs, the pressure of indebted- 
ness falls very heavily on the ryot . . . A high debt does not necessarily imply : sub- 
stantial assets leading to increased productivity. Therein lies the tragedy of agricultural 
inclebtcdncss.’ —Report of the Bengal Banking Enquiry Committee, par. 104. 

2 . See Report of the Central Banking Enquiry Committee, par. 81. 

8 Sec Report of the Burma Banking Enquiry C-ommittee, irar. 113. 
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to explain the improvidence and extravagance of the ryot by attributing 
them to the tyranny of social customs, his lack of education and the 
speculative character of his calling, which endows him -vvith the mentality 
of a gambler ; but it is not possible to deny their existence and their effect! 
in the direction of a^ravating indebtedness. Although the Indian jaeasanti 
normally lives a ^nost frugal and abstemious life, he is undoubtedly apt 
to carry his expenditure on special occasions to extravagant limits. Thej 
Deccan Riots Commission (1875) do not, however, agree that extravagant! 
expenditure on marriages, etc., is a primal^ cause of indebtedness. Let! 
us quote their words; ‘Undue prominence has been given to the ex- 
penditure on marriage and other festivals as a cause of the ryot’s indebted- 
ness^ The expenditure on such occasions may undoubtedly be called 
extravagant when compared with the ryot’s means, but the occasions 
occur seldom and probably in a coui'se of years the total sum spent in 
this way by any ry«t is not larger than a man in his position is justified 
in spending on social and domestic pleasures. The expenditure by itself 
rarely appears as a nucleus of his indebtedness ,. . . The constantly recur- 
ring small items of debt, for food and other necessaries, for seed, for bul- 
locks, for the Governmenr assessment, do more to swell the indebtedness 
of the ryot than an occasional marriage.’ The Bengal Banking Enquiry 
Committee endorse this view (par, 95). 

That expenditure on marriage and social and religious ceremonies is 
one of the causes of debt cannot be denied, although relatively to other 
unproductive purposes, it is not so important as is sometimes imagined. 
We must, however, not forget tliat instances are not wanting of heavy debts 
having been contracted on drese occasions from which the borrower has 
never been able to extricate himself. Moreover, the standard of expenditure 
on such occasions in rural areas has . latterly been distinctly on the increase. 

(x) Ancestral debt~The Deccan Riots Commission expressed the 
view tliat the chief cause of the existing indebtedness was ancestral debt, 
debt being passed on from father to son, generation after generation,, 
without any equitable restrictions. The crushing burden of ancestral debt ! 
is due to the ryot’s ignorance of the legal position that the debts of a S 
deceased person only pass to his heirs when they succeed to the deceased ! 
debtor’s property and only to the extent of such property. It is also duo: i 
to the force of tradition which makes the ryots regard hereditary debt as i 
a debt of honour which it is a moral and pious obligation to discharge. * 
The ryots need to be instructed with regard to their rights and induced 
to use them. The enactment of a simple Insolvency Act suited to riunl 
conditions should also be carefully considered. As the Agricultural Com- 
mission remarked : ‘ No one desires to see a wholesale resort to insolvency 
and no one, we trust, desires to witness a continuation of a system under 
which innumerable people are bbrn in debt, live in debt, and die in 
debt, passing on their burden to those who follow.’^ This recommendation 

1 Agricultural Commission Report) par. 367. See also Report of the Bombay Banking 
Enquiry Committee, par. 56. r 
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was endorsed by the Central Banking Enquiry Committee, ttdfo suggested 
rertain sjrcdal provisions in the proposed Rural Insolvency Actd Certain 
provisions in debt relief legislation in some provinces declare the agri- 
culturist debtor insolvent in cases where his assets fall short ot his lia- 
bilities (see §§ 10 and 11 below). . . - 

(xi) The modern change in the cultivators econoni-ic pcjsition.— With 
the establishment of the Pax Britanniea and the development of a strong 
and stable rule added to a definite assessment of land, better communica- 
tions, growth of towns and high prices, the value of land increased and 
the capacity to borrow on the strength of it. While it served to mitigate 
distress, it led to a rapid increase of mortgage debt. Further, the brief 
spells of exceptional prosperity, such as that initiated during the cotton 
boom of the sixties owing to tire American Civil War, and again during 
and some time after the First World War, had on the whole a demoralizr 
ing effect on the ryot. Prosperity is as much a cause of debt as insecurity of 
harvest. ‘With prosperity the necessity to borrow may be less, but the 
opportunity is greater and wants are as much dictated by the one as 
by the other. Especially when the prosperity pwes little to the efforts 
of the cultivator, its effects on the character’ of the illiterate and &- 
educated ryot are apt to be injurious, for it leads to the evils of drink, 
dissipation, gambling, bribery and extravagance, or reckless and disastrous 
investment in land. It leads to a rise in the standard of living~in itself 
a desirable result, but when it has been too sudden and is followed by 
periods of scarcity and depression, the standard cannot be immediately 
accommodated to the change in the circumstances, and leads to a growth 
of indebtedness.® 

(xii) The money-lender and the system of usury.*— Money-lending 
has always eiisted in India as in other countries, but in pre-British days 
there were two restraints on the money-lender, namely, the existence of 
a vigorous village community which made unconscionable bargains with 
the isolated cultivator by the money-lender difficult, if not iraijossible, 
and the apathy of the state ’towards recovery of loans, a function that 
used to be performed by the village panchayats which settled questions 
of arrears, etc., equitably, promptly and summarily. Under British I'ule 
these cliecks were largely removed. The disintegration of the village 
community weakened the position of the cultivator, and the money- 
lenders and land-grabbers fully utilized their opportunity, their superior 
shrewdness and resources to exploit the cultivator. The establishment of 

1 Report, par. 93. 

2 In the Introduction to the fourth edition of his Punajb Peasant, l)arling cites fresh 
evidence from Africa and southern Asia in support of his thesis that prosperity as 
much as poverty causes debt unless the peasant learns the proper use ot money which 
he can best be made to do as a member of a good co-operative society. 

3 For an excellent discussion of this topic, see Darling, op. cit., chapters x & xi. 

4 For a comprehensive account of the various types of money-lenders who supply 

rural finance and their methods of business, see Report of the Central Banking En- 
quiry Committee, c\\. viL ' ■■ . • " ' 
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civil courts to administer a new system of civil justice based ujaon the 
itfeas of laissez-faire and contract, and an elaborate and complicated 
procedure tipped the balance further against the ryot.' Owing to exces-. 
sive pressure of work, the judges of the civil courts followed the line of 
least resistance and favoured’ a rigid and literal application of the law 
withoui. attemptiiig to go behind the bond. Being- also generally town- 
bred and therefore ignorant of rural conditions, they played easily into 
tlic hands of the •astute sahukar. Sale of the mortgaged land for the satis- 
faction of debt under a civil decree became an ordinary expedient instead 
of the exceptional resort that it had been in the pre-British period. 

The high interest rates and the system of compound interest led to 
the exploitation of the ryot who ‘was as easily shorn of his gains .as the 
sheep of its fleece ’ (Dax'ling). In pre-Briiash days, custom genei'ally limit- 
ed compound interest to 50 per cent for cash and 100’ per cent (damdupat) 
for grain. No such, restriction was recognized under British rule, and 
interest accumulated without limit and was allowed by the courts. Decrees 
were often obtained ex parte through the collusion of the sahukar with 
the corrupt and underpaid establishment of the court. 'Thus, with the 
decline of the village coiftmunity, the establishment of civil courts and 
increase in the value of land as security, the uncontrolled supremacy 
of the money-lender began, and the series of famines in the latter half 
of the last century put the cultivator entirely at his mercy. The facilities 
for the recovery of debt provided by the civil courts and other factors 
had given rise to an inferior class of money-lenders not susceptible to the 
code of honour of the older class of respectable sahukars ; and generally 
speaking, the old customary human relations between the ryot and the 
money-lender were changed into legal relations of creditor and debtor 
with rro other tie than the cash nexus between them. There is little 
wonder therefore that land began to pass, bn an alarming scale, froi-n ryot 
to sahukar and, particularly in Bombay and the Punjab, the peasant 
proprietary tenure began to degenerate into a ‘ Marwari tenure ’ and the 
‘cultivator capitalist’ began rapidly to evolve into a ‘sahukar’s serf. 

The expropriation of the cultivator by the money-lender generated 
agrarian discontent and hatred of the money-lender which resulted in 
murderous uprisings of the exasperated peasants such as the Sonthal 
rebellion (1855), the Deccan riots (1874) and the riots of Ajmer (1891). 

From the above description of the money-lender, we must not allow 
ourselves te infer that he is an unnatural monster of cruelty and inhuman- 
ity. Fie shares the weaknesses as well as the virtues of ordinary human 
beings, though die condition of the peasantry among whom his lot is cast 
is such as to call his weaknesses : more tlian his virtues into action. The 
risks he undertakes are many and great owing to the ignorance, improvi- 
dence and irregularity of tire cultivator's, and therefore the high interest 
he charges is largely an insurance against them. Moreover, the money- 
lender himself is suflering from shortness of capital, and his expenses of 
collection and management of ioans given to innumerable small borrowers 
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are much higher than the similar expenses of, say, a joint-stocic bank. Tlie 
lack of education and the conservative iiafaks of the people as weil as the 
scmi-monopolistic» position of the money-lender account for the high rates 
of interest charged by’ him.i 

In justification of the sahukar’s high ratea of interest it has farther been 
urged that the unpopularity of his calling' must be allowed for. Moreover, 
there being no other opening for his, capital, lending' 'is the only use he 
can make of it. The need of tire agriculturist for loans Js iinpcrativc, and 
the money-lender is practically the only person to satisfy it. If, in 
these circumstances, he often drives hard bargains and abuse.s the gt:eat 
power he enjoys, this is only human nature. ‘To censure him is to censure 
the imperfections of mankind. We should rather blame the system than 
the man it has moulded.’® ^ 

Until a better system of credit fully meeting rural needs is evolved, the 
money-lender cannot be dispensed with. While tiyin^ to curb the money- 
lender in every possible way whenever his dealings appear to take an 
undue advantage of the necessitous position of the cultivator, we must 
not be blind to the useful part he plays at present in the rural economy. 
The money-lender is the only oasis of thrift m a desert of improvidegice 
ai:(d extravagance, and is the very foundation of the simple system of 
Indian niral economy and a fount of ever-ready credit on -which the vil- 
lager can draw for all his needs. He serves the village in a variety of ways 
other than as supplier of credit. He is, for example, usually also a grain 
dealer, and is in tliis capacity particularly useful in times of famine and 
drought, when he issues grain and helps the village to tide over difficult 
times. ‘ Do'ym with the money-lender ' would therefore be a silly battle-cry. 
Even under any other conceivable scheme of rural credit, suclr as co- 
operative credit societies or land mortgage banks, it would be an immense 
advantage to make the money-lender an integral part of the new credit 
institutions and to induce him to make his knowledge and his capital 
available through these new organizations. 

(xiii) I" he land revenue policy. —There are many persons who, like 
the late R, C. Dntt, regard the heaviness of the land tax together with the 
rigidity of its collection as one of the causes of rural indebtedness. They 
contend that there has been an increase in the amount of land revenue 
in spite of many years of famine or a partial failure of crops and the dimi- 
tiishing yield of land in many parts of the country. The Famine Commission 
of 1 901 seemed to support thi.5 view when they said : ' In good years the 
cultivator has nothing to hope for except bare subsistence and in bad 
years he falls on public charity.' The Famine Commission of 1880, on the 
other hand, made the following observation in this connexion : ‘ I'he 
fact that landowners, who have no land I'evenue or only a light quit-rent 
to pay, are often also deeply embarrassed proves ... that the payment of 

iSee Report of the Central Banking Enquiry Committee, par. 114. 

2 Darling, op. dt., p.T97. , 
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the liitid revenue is hot the main cause of the debt. If a man spends all 
his income on himself and borrows, to pay his rent or taxes, it can hardly 
be said that his indebtedness is due to the fact of his having rent and taxes 
to pay, when these charges bear- so light a proportion to income as the 
land revenue does to tire gross out-turn of the land.’^ The ryot often bor- 
rows for jraying Goverment asses-sment. But land revenue cannot for this 
reason alone be called a cause, of indebtedness any more than seed and 
food for which also the ryot may have to borroxv. 

It would, however, be quite fair to attribute the condition of indebted- 
ness to land revenue, if and xvhen it can he shoxvn to have operated oppres- 
sively, either by reason of the heaviness of the levy or of lack of elasticity 
in its collection. That the land revenue system has sometimes erred in 
these directions is admitted even by those who are not prepared to concede 
that rural indebtedness is to any extent chargeable toche land tax. Talking 
of the Punjab, for example, M. L. Darling admits that, although with 
the advent of British rule the land revenue demand was lowered and 
converted from kind to cash, it was not at first loxvered enough to suit 
the less elastic system, of ^collection.® He goes on to argue, however, that 
theugh land revenue is ‘ often an occasion of borrowing ’, it ‘ is not a pri- 
mary cause of debt’. But this is distinction without difference. The dis- 
tinction between original and aggravating cause does not appear to be 
scientific. What we want to know is xvhether an alleged cause is a real 
caiise, A person may be already burdened, say, with ancestral debt, and 
he may aggravate his indebtedness by borrowing for extravagant expendi- 
ture on a marriage ceremony but this should not debar one from describ- 
ing the expenditure on the marriage ceremony as a cause of indebtedness. 
All borrowing which is due to the perversity of the ryot himself, or the 
unjust exactions 'of the sahukar, or occasionally of the Government them- 
selves, whenever their land revenue policy is too harsh, must be regaided 
as a cause of indebtedness. Further, it is argued that the reduction of land 
revenue u'ould not reduce debt because ‘ every blessing is neutralized by 
an increase of population Now this may or may not be a good reason 
for reducin'^- the burden of assessment, but it certainly does not afford a 
valid ground for holding that heavy assessment cannot be considered a 
cause of debt. The argument we are criticizing does not really deny 
that the land revenue may be a cause of indebtedness ; it merely suggests 
that if it is removed, anotlier cause, namely, increase of population, will 
supervene. Unrestricted breeding may neutralize the beneficial effect of 
the abolition of an oppressive system of taxation, as indeed it may neu- 
tralize the effect^of the removal of any abuse whatsoever, but this does 
not pi'ove that a heavy land tax is not a vera causa of indebtedness. There 
have been periods during which it has by universal acknoxvledgemcnt been 
excessive, for example, in the Deccan so long as the Pringle Settlement 

XFamine Commission Report (1880), p. l.?2. 

2 See Darling-, op, cit., p. 219. 

« ibid., p. 221. ^ 
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was in force. Again, in working the system of suspensions and, remissions, 
a proper understanding of the ryot’s position , has not always been displayed. 
Even at the present time, in spite of numerous amendments and improve- 
ments which the land revenue system as a whole has undergone, individual 
cases of unduly harsh treatment, for which there is no effective system 
of obtaining redress, can be shotvn to occur. 

In so far as these defects have been operative in die past and still 
persist, it is not unreasonable to include them among ^the causes of in- 
debtedness. However, having regard to the fact that the land revenue 
amounts to perhaps one-seventeenth or less of the total rural indebtedness 
and further bearing in mind that not the whole of the levy can be consi- 
dered as a removable cause of the indebtedness, only a minor place can be 
assigned to it among the causes of the evil we are diagnosing. It need 
scarcely be pointed ouf that this is not to say that the present land revenue 
system is free from defects.! 

§5. State policy regarding rural indebtedness.-— -We may now review the 
measures adopted by the Government to tackle this problem which was 
forced on public attention in the early seventies of the last century. The 
question was discussed from time to time by the,,£)eccan Riots Commissio/i 
and the Famine Commissions of 1880 and 1901 and formed the staple of 
the” debates and dispatches on the Deccan Agriculturists’ Relief Bill (1878), 
on the Takkavi Loans Act (1882-3), the Agricultural Bank Scheme (1884), 
Nicholson’s Report (1897), die Punjab Land Alienation Bill (1899) and 
the Co-operative Credit Societies Bill (1903). 

Sir Edward Maclagan, in his Note on Agricultural Indebtedness in 
India, classifies the measures taken by the Government under four heads 
as follows: (i) measures taken to encourage the avoidance of unnecessary 
debts ; (ii) measures for the improvement of the civil law in connexion 
with agricultural debts, including measures to regulate money-lending ; 
(iii) measures for restricting the alienation of land; and (iv) measures 
undertaken with the object of providing or maintaining credit or reducing 
debt. To these we may add (v) measures for debt conciliation and liquida- 
tion. These may be considered after (ii). , 

§6. Measures to avoid imnecessaty debts.— Under this heading we may men- 
tion efforts made to popularize primary education in rural areas to enable 
the ryots to take a more birsinesslike view of their indebtedness and to 

1 Mere growth o£ indebtednc.ss cannot, however, be used as an argument to show 
that agriculture does not pay and that land revenue is oppressive, On the contrary, 
‘the existence of debt borrowed on the security o£ the land is itsel| evidence that the 
land is good .security. The extent of the debt is an indication of the value of the 
security’. Bardoli Report, pax. IWi 

2 See S. C. Raj, Agricultural Indebtedness in India and its Remedies (Calcutta Uni- 
versity). Statutory Report on Agricultural Credit by the Reserve Bank of India (19.S7), 
C. F. Strickland, The Relief of Agricultural Debt (1938), K. G. Sivaswainy, Legislative 
Protection and Relief of Agriculturist Debtors in India (1939), and N. G. Abhyankar, 
Provincial Debt Legislation (in relation to rural ^redits) (1940). 
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meet the ;fnoney-Iender on a more equal footing. Edueation, however, 
remains iroefully deficient both as regards quantity and quality. All 
the other measures taken by the Government to increase the resources of 
the agricidturist may logically appear under this heading, but a good many 
of them have already been , discussed in previous chapters. Suspensions 
and remissions of assessment in years of scarcity have also been granted 
as partial remedits. Village post o^ice savings banks have been started to 
inculcate habits of saving and tlirift among the people. But these facili- 
ties need to be far more widely extended than at present to produce an 
appreciable effect in promoting thrift and in gathering together the 
little savings of the ryot for fruitful employment. 

§7. Measures for the improvement of the civil law.— As we have already 
seeir, the original policy of laissez-faire had to be abandoned by the Gov- 
ernment as it unduly disturbed the old balance between creditor and 
debtor,! and it was found necessary to ‘ take back many of the weapons 
inconsiderately placed in the money-lender’s hand and shown to have been 
misused . . . and to substitute for the blind and ruthless operation of 
legal machinery the intelligent dispensation of justice between man and 
irwn In achieving thfs„object, however, it is of the utmost importance 
as well as difficulty to guard against the possibility of violent interference 
with the legitimate business of the rural banker, leading to a disastrous 
contraction of credit. The sahukar, far from being hindered, should be 
assisted by the law in recovering his reasonable claims. The ryot, no 
doubt, should be protected from extortion and oppression but at the 
same time he should be constrained to pay his just debts to the full extent 
of his means. To protect the ryot, several alterations were made in the 
Code of Civil Procedure in the matter of executing decrees against agri- 
culturists. For 'example, agricultural tools and implements, and cattle 
necessary for tillage, and the materials of the agriculturist’s house were 
exempted from attachment or sale ; the agriculturist debtor was also 
exempted from arrest for a decree of the court and was given the con- 
cession of repayment of his debts by instalments. 

The Deccan Agriculturksts’ Relief Act of 1879 was passed on the recom- 
mendation of the Deccan Riots Commission of 1875 appointed to inquire 
into the riots in certain districts of the Deccan, a feature of which was 
a violent attack on the money-lenders by their oppressed debtors. The 
Act abolished imprisonment for non-payment of debt, allowed the courts 

lit may be readily granted that the changc.s which came with the advent of British 
rule, such a.s bettar-defined rights of property, a more complete recognition of the 
force of contracts and a stricter enforcement of them through the civil courts, are 
mark.s of a transition from a less to a more advanced social organization. But so far as 
most of the cultivators were concerned, these changes were immediately disastrous to 
them as they tvere not .sufficiently advanced eitlier as regards education or economic 
condition to benefit by them. 

2 Sir T. Hope’.s speech in the Governor-General’s Council on the Deccan Agricultnrists’ 
Relief Bill (1879), ■ 



RURAL INDEBTEDNESS 249 

to go behind the contract and to modify it in favour of the a.^riciilturist 
so as to reduce an oppressive rate of intdfest, to prevent sale of land un- 
less specifically pledged and to restore the land to the cultivator even 
when there was a sale deed between the two parties. The Act made it obli- 
gatory on creditors to furnish accounts and -grant receipts, and inquired 
mortgages by agriculturists to be in writing. The period of limitation, 
which since 1859 had been three yeass o^ly, was e.\tehded in the case 
of suits against agriculturists to twelve years, if the suit, was based on a 
registered deed, and to six years otherwise. Though the Act was well- 
intentioned it has, on the whole, been found to be ineffective and even 
230sitively injurious.^ It has increased litigation and disturbed the stnic- 
ture of normal credit by introducing uncertainty into the transactions be- 
tween ryots and sahukars ; it h^s Jed to an abuse of the concessions by the 
cultivators and made* the money-lender more guarded and exacting in 
his dealings with them, thus increasing the difficulty ^of borrowing. The 
definition of ‘ agriculturist ’ is also too wide, and it is often abused for 
the benefit of persons for whom it was not intended, and makes it possible 
for them to dodge the courts and defeat honesty creditors. According to 
the Famine Commission of 1901, there was positively room for holdiiig 
that transfer of property both by sale and mortgage had become more 
frequent since the Act was passed. Radical changes in the Act have been 
suggested so as to make it workable and truly beneficial to the agri- 
culturist. ^ Several witnesses before the Bombay Banking Enquiry Com- 
mittee urged its total abolition, pointing out that the Usurious Loans 
Act of 1918 and the courts’ inherent power to grant relief from uncon- 
scionable bargains make the Act superfluous. That Committee, while sug- 
gesting that the Usurious Loans Act should be utilized more than is 
being done at present, held the view that it cannot entiffely replace the 
Deccan Agriculturists’ Relief Act. They recommended therefore that the 
latter Act should be repealed and replaced by a new Act containing a 
few provisions to safeguard the interests of only small and genuine agri- 
culturists.^ „ 

The Bombay Money-lenders’ Bill (1938) seeks to regulate mon&y-lending 
in a more thoroughgoing manner than is provided for under the Deccan 
Agriculturists’ Relief Act (see §8 below). The Bombay Agricultural 
Debtors’ Relief Act (Amendment) 1941 provides for the rejseal of the 
Deccan Agriculturists’ Relief Act, 1879, on the establishment of a Debt 

t ‘ Looked at retrospectively, the I). A. R. Act is in the main a rural Money-lenders’ 
Act. Like the modern Money-lenders’ Acts— which derive a great deal from it— the 
D. A. R. Act seeks to regulate the general structure within which the rural credit 
macliinery shall operate, Thi.4 is also what may be called the operative part of the Act. 
Where the Act goes beyond the general aim, its provisions have remained a dead 
letter,’- D. R. Gadgil’s Foreword (pp. i and ii) to K. G. Sivaswamy, op. cit, 

2 See also Agricultural Commission Report, IC. S. Gupte's Memorandum. Minutes of 
Evidence, ypl.. II. 

a See Report of the Bombay Banking Enquiry Qpmmittee, pars. 239-40. 
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Adjustmeirc. Boiird under the Act for any area in the province (see §11 
below). Under the Bombay »Agricultural Debtors’ Relief Act, 1947, the 
courts are empowered to declare the debtor insolvent if. his assets are such 
that liquidation of the debt in twelve instalments is not possible. 

As another instance of the alteration of the civil law, mention may be 
made ol; the Act of 1899, by which certain changes were made in the Con- 
tract Act, and tKe scope of tl^e term ‘ undue influence ’ was extended so 
as to cover all cstses in which unfair advantage was taken of his dominat- 
ing po-sition by the sahukar. Whenever the transaction was apparently 
unconscionable, the burden of proving absence of undue influence was 
thrown on the money-lender. The Usurious Loans Act, as consolidated 
and amended in 1918, aims at determining the legal and maximum amount 
ofnnterest recoverable, reducing the ratq qf interest chargeable and fixing 
a maximum rate of interest. (The Act applies to all persons, whether 
agriculturists or non-agriculturists.) ‘ An important feature of the Act is 
that the court once seized of a case may, of its own motion, re-open old 
transactions and inquire into the equity of the terms. The Act was amend- 
ed in 192(5 to include cases in which either party to a mortgage seeks 
relief. Where the debt is tinsecured, the debtor can draw the creditor into 
court and, therefore, into the sphere of this Act, by the simple expedient 
of refusing to renew his loan.’^ The Agricultural Commission and some 
of the provincial Banking Enquiry Committees held that the Act was 
practically a dead letter. Its failure has been attributed to ‘ the lack of 
an obligation binding the overworked Munsifs to use it, to the lack of 
a prescribed rate of interest, to the debtors’ ignorance of law, or even to 
an excessive regard for the sanctity of contracts which were substantially 
unfair ’.2 During the years 1933~9, several provinces (Bengal, Assam, the 
Central ProviiTces, the Punjab, the United Provinces, the North-West 
Frontier Province, Madras, and Bihar) amended the Usurious Loans 
Act (1918) making it incumbent upon a court of law to re-open the 
account and reduce the rate of interest as prescribed in the amending 
Acts. The Bombay Money-lenders’ Bill (193^ contained a similar provision. 
§8. Legislation regarding licensing and control of jnoney-lenders.~In several 
countries measures have been taken to regulate the business of money- 
lending, because the power which money-lenders have over borrowers is 
only too apt to be abused. This is especially the case with regard to un- 
scrupulous money-leiidersi particularly among petty money-lenders who 
have no status to maintain. The number of such persons and the degree 
of their sharp practice depend upon the degree of the backwardness of 
the communit 5 t among whom their operations are conducted. The Royal 
Commission on Agriculture commended the principles underlying the 
Punjab Regulation of Accounts Bill (passed into an Act in 1930) and 
the British Money-lenders’ Act of 1927. to the consideration of provincial 
Governraetit.3 The English Act provides for the taking out of licences 

l Agricultural Commission Report, -par. $65. astricklaiid, op. cit, p. 10, 

n Agricultural Commission. Reporii par, 866. ; 
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by mont;y~lendcis, prohibition of compound interest, supply of* informa- 
tion and copies of the relevant documenft relating to the state of loan 
on demand by the borrower. The various Provincial Banking Enquiry 
Committees were not uhanimous as regards the expediency of licensing 
money-lenders, while most of them favoured- legislation on the lines of 
the Punjab Regulation of Accounts Act. The Central Banking Enquiry 
Committee did not favour either a com-pulsory or a voluntary system of 
licensing money-lenders. Licensing of money-lenders hasi been objected 
to on the ground that the illiterate class of borrowers in the country 
cannot afford to lose the goodwill of the creditors on whom they are 
dependent, that there is difficulty in defining the term ‘money-lender’ 
and that there is little use in passing legislation which on account of 
the strong position of the moqey-lender can be easily evaded. On tire 
other hand it has been* rightly pointed out that licensing and registration 
of money-lenders are essential for the enforcement of pny regulation of 
professional money-lenders and that there is no valid reason for any 
resentment by them having regard to the fact that the principle of regis- 
tration and licence is applied to the members of oq^e of the most respected 
of professions, namely that of law.^ In recent ycsirs the adoption by pro** 
vincial Governments of the policy of granting relief to and protecting the 
agriculturist debtor who was hard hit by the slump in prices during the 
depression has resulted in several enactments for the registration and 
licensing of money-lenders, and regulation of money-lending in the interest 
df the borrower .2 In Bombay the Money-lenders’ Bill (1938) was referred 
to a Select Committee but did not become law. Orissa enacted similar legis- 
lation in 1939. A Bill to regulate money-lending in a more thoroughgoing 
manner became law in Bengal in 1939. The Usurious Loans Act (1918), 
as already pointed out, has been amended in several provinces. 

As it is not possible here to review each of the several provincial Acts 
and Bills separately, we shall only indicate their main features : (i) defini- 
tion of money-lenders, (ii) registration and licensing of money-lenders, 
(iii) regulation of accounts, (iv) regulation of interest and (v) miscellane- 
ous provisions. 

(i) Definition, of money-lenders— Provincial legislatures have not 
found it easy to define a money-lender. In some Acts (Assam, Bengal 

1 See Reports of the Bengal (par. 320) and Central Provinces (pars. 178-80) Banking 
Enquiry Committees. 

2 The relevant Acts for the various provinces are as follows:— ’ 

(i) The Punjab : The Regulation of Accounts Act, 1930 ; Relief of Indebtedness 
Act, 1934 ; Debtors' Protection Act, 1936 and Registration of Money-lenders’ Act, 1938. 
(ii) Bengal: Money-lenders’ Act, 1933. (ill) Central jProt/inces : Mtmey-le'nders' Act, 
19,34 ; Reduction of Interest Act, 1936 ; Protection of Debtors Act, 1937. {iv) United 
Provinces: Agriculturists' Relief Act, 1934; Encumbered Estates Act, 1934 ; Regulation 
of Sales Act, 1934. (v) Assam: Money-lenders' Act, 1934. (vi) Madras: Debtors’ Protec- 
tion Act, 1934; Agriculturists' Relief Act, 1938. (vfi) Bihar: Money-lenders’ Act, 1938. 
(viii) Orissa : Money-lenders’ Act, 1939. For an instructive review of these Acts, .see 
Sivaswtvmy, op. cit., and Abhyankar, op: cit, ^ 





and Biiiafr) the definition is rather broad. The usual pJu'asc is one who 
‘adviUKX's a loan in the regular course o£ business’. I’he i^cncval ohjoct 
i.s to regulate private rnoneyJending which is not orgaiu/cd, unlike money- 
lending by Banks, Co-operative Societies and the* Covermueni . 

(ii) Registration and licensing of money-lenders. -Thv inoney-lendfT 
is required to register himself and obtain a license in (he Cleiitral Pro- 
vinces, Bibar an'd the Punjab. The Bombay Money-lenders’ Bill makes a 
similar provision. The Bengal Money-lenders’ Act (I!);)')) and the 
Money-lenders’ Bill (1939) made similar provision. The annual liceiue 
duty as prescribed by the Bombay Bill varies according to the cajriial 
employed by the money-lender, being Re. f when the capital does not 
exceed Rs. 2,000 rising to Rs. 1,000 tvhen it exceeds Rs. 10 lakhs. Pro- 
vision is made for the cancelling of licences under certain circumstances 
such as dishonesty on the part of the money-lender. The penalty to the 
money-lender for pot taking out a licence is the withholding of the assist- 
ance of the courts in enforcing his claims, as in Bihar, the Punjab, Bengal 
and the U.P. In the Central Provinces the money-lender is liable to a 
fine. Time for making good the defect is alloweil in Boiubiiy, on payment 
*bf a penal licence fee.*- The enforcement of registration of numerous 
money-lenders, especially in a province like the Ptnijah, is not an^ easy 
task. Even in England unlicenced persons are from time to time detected. 
The device of lending through a man of straw, as in Zanzibar, can be 
adopted without fear of frequent detection. The ‘law merely enablcts an 
honest money-lender to offer prima facie evidence that he is honest ’.i 
A system of state inspection and siqrervision of money-lenders’ activities 
as in the U.S.A. may ensure better enforcement of the law. 

(iii) Regulation of occownt.t.— Under the various provincial enact- 
ments controlling money-lending, the money-lender is required to main- 
tain regular account books and to furnish each debtor aimually, or six- 
monthly, with a legible statement of accounts signed by himself or his 
agent in respect of each loan transaction, showing the outstanding amount 
of principal and interest and the amount <of every jjayment received from 
the debtor. In Assam and Madras this statement is to be supplied only 
on the debtor’s demand. The debtor is not, however, bound to admit 
correctness of accounts as furnished by the creditor. The money-lender is 
also required to pass reccipt.s for payments received. I’he usual penalty 
for failure to maintain proper accounts is the los.s of interest (wholly or 
in part) Jound due, and also of costs of suits for the recovery of arrears. 
It is generally thoifght that these penalties are light and can hardly be 
deterrent. Nop-suiting of the creditor can be the only effective penally. 
The entry of a fictitious amount in excess of the aclnal amount loaned 
has been declared an offence which is punishable with a line in A.ssam, 
Bihar, Orissa, Bombay, and. the United Province, s. I'he Pun jab A< t. jn o- 
vidcs for dismissal of the suit. 


Stiickland, op. cit., p. 17, 


RURAL INDEBTEDNUSS i:03 

It is interesting to review the results: of the iDrovisions relatisig to the 
maintenance of accounts. It is found that the relevant sections have proved 
a dead letter in the U.P. Similar is the experience in the working of the 
jn'ovisions of the Deccan Agriculturists’ Relief Act. In the Central. Pro- 
viitces, it is found that the debtor seldom pleads the fact, in a court of 
iaw, of his not having received receipts or accounts. In the Punjab, where 
legislation of this type was first introduced, the village money-lenders 
generally disregard these provisions. Consequently there has firstly been 
an increase in the number of contested cases, and secondly the money- 
lender tries to settle disputes outside court as he knows that he will not 
be allowed interest and costs, having failed to keep accounts. ‘ Legislations 
of this type are educative instructions rather than penalizing laws. Such 
instructions are better carried o,ui; by inspection and audit. The best of 
legislations to regulate* money-lending may be neutralized by the neces- 
sities of the debtor and the greed of the creditoi-.’ i 

(iv) Limitation of rates of interest.— The various Acts prescribe the 
maximum rates of interest that can be charged, distinction being made 
(except in Madras) between secured loans and unsecured loans. Higher 
rates of interest are allowed on unsecured loans. Compound interest i# 
prohibited in the Bombay Bill, and in Bihar and Assam. 



Secured 

Unsecured 

Province 

Simple 

interest 

Com]){»und 

intfirest 

Simple 

interest 

Compound 

interest 

Madras 

6i 




Bombay (Bill) 

9 

lirohibited 

12 

prohibited 

Bengal 

16 

10 

25 

10 

Punjab 

12 

9 

18 

14 

Bihar 

9 

prohibited 

12 

prohibited 

Orissa (Bill) 

9 ’ 

prohibited 

12 

prohibited 

Central Provinces 

7 ' 

5 with 1 

yearly rests 

10 

5 with 
yearly rests 

Assam 

I2i 

prohib t.d 

18J 

prohibited 


The above table indicates at a glance the position regarding rates of 
interest prescribed by law in the various provinces.^ The United Pro- 
vinces have adopted a novel arrangement, namely notification by the 
Government from time to time of the interest allowed dn consonance 
with the conditions of the nrioney market in relation to loans incurred 
prior to the Agriculturists' Relief Act of 1934. On loans subsequent to the 

Sivaswainy, op. cit., pp. 182-3. 

2 See p:i]ier on ‘ Lojvislation for the Relief of Indebtedness ’ read by Professor C. N. 
Vakil at the Indian ICeonomic Conference (1938). , 
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Act, the rate of interest varies according to the amount of the loan, being- 
lower as the amount is larger. This arrangement jrrovides for a reasonable 
element of elasticity, which is lacking in the other provincial Acts. 

In this connexion it may be noted that most of the provinces (Assam, 
ilengal, Bihar, the Central Provinces, Madras, the Punjab, and the United 
Provinces) have adopted the old Hindu rule of danidupat, which appeals 
to the Indian mind and has b^ien embodied in more recent debt legislation 
including the Bombay Money-lenders’ Bill (1938). According to this rule, 
interest on a loan is not to exceed the principal. The interpretation of 
the rule is not, however, easy in the case of a running account, and the 
phraseology of the various Acts is not uniform. This rule may be welcomed 
in so far as it leads creditors to sue the debtors within a reasonable time. 

‘The great disparity of interest rates , as prescribed in the various pro- 
vincial Acts reveals the divergence of conditions "in the money market 
in the diEEerent parts of India and the imperfect control of the money 
market by the Reseive Bank of India. Limitation of the rate of interest 
has appealed to many governments in the past, but it is very difficult 
to enforce in practice.^ In those cases where the legal rate of interest 
fe not adequate to cover Ahe risk involved in the grant of a loan, or where 
the borrower is a needy person or again where the lender is unscrupulous, 
the law may be evaded either by an agreement in favour of a higher rate 
of interest out of court, or by entering a fictitious large loan at the legal 
rate of interest. Reports on the working of debt legislation in Bengal and 
the United Provinces emphasized that the enforcement of the maximum 
rate of interest has been found very difficult in practice. Bonds are usually 
over-written by creditors and the punishment provided under the Usuri- 
ous Rates Schedule has not proved a deterrent. At the same time it should 
be remembered that the main, purpose of this schedule is educative 
rather than preventive. Vigorous educational propaganda for acquainting 
ignorant cultivators with the existence of legislative safeguards, which 
are intended to protect them, is necessary.^ The legal rate of 6|: per cent 
(simple interest) on all future loans prescribfjd by the Madras Agriculturists’ 
Debt Relief Act of 1938 (see §11 below) appears to be too low to en.sure 
adequate supply of credit and does not even allow for the distinction 
between seciu’ed and unsecured loans. The local Government has, how- 
ever, been allowed by the Act to declare a higher rate having regard to 
the fact that even co-operative societies (other than Land Mortgage Banks) 
are charging rates of interest higher than those prescribed by the new 
Madras Act. 

(v) Mwcehancouj.— Finally, the irrovincial enactments regulating- 
money-lending and seeking to protect agriculturist debtors contain 
provisions which forbid molestation and intimidation of debtors (c.g. in 
the Central Provinces Act, Bombay, Bengal, and U.P. Bills) and prescribe 
punishments for this offence. Exemption of a part of the holding from 

1 Abhya^kar, op. cit., pp. 43-7. 
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aUacliment and sale in execution of a decree of the court as in the Pnnjab, 
Ilihar, the United Provinces and Bombay,^ grant of instalments as in the 
Clentral Piovinces and the United Provinces, Bihar (in the case of mort- 
!>af>e suits) and Bombay,' I’estriction of usufructuary mortgages to a reason- 
altle number of years and permission to the debtor to redeem certain old 
mortgages, as in the United Provinces, are other forms of relief granted 
to tlu' agi'iculturist debtor. ' 

Rnial debt legislation as outlined above and relating to debt concilia- 
tion and reduction (see §§10-11 below) has a certain tendency to restrict 
tire supply of credit in the rural areas. According to reports received there 
is already such a tendency in evidence. ‘In areas where such legislation 
is in force it is said that money-lenders have discontinued lending excejrt 
to old and trusted clients, and btave restricted their loans to a minimum.' ^ 
This will not, however, be an unmixed evil if it teaches the cultivator 
to live within his means and creates a demand for more, co-operative credit 
societies. Moreover, legislation regulating money-lending must not be 
judged by this temporai 7 result. Honest money-lenders have nothing to 
lose from enactments intended to protect illitei;pte and needy debtors 
from the malpractices of unscrupulous money-lenders. Further, capital now’’ 
usecl in money-lending must find a use, and there are not many alterna- 
tive channels of remunerative investment available to the money-lender. 
For many years to come there will remain a wide field for honest business 
in supplying the legitimate needs of agricultural operations. 

§9. Debt conciliation and liquidation.— The Central Banking Enquiry Com- 
mittee suggested that a serious effort should be made to find a remedy 
for the chronic indebtedne.s.s of the agriculturist, so far as it relates to 
unproductive debt. In their opinion the most effective remedy would 
be found in the pursuit by provincial Governments of a vigorous policy 
of debt conciliation on a voluntary basis. For this purpose special officers 
should be appointed in each province whose function would be by pro- 
paganda to persuade the lender and the borrower to agree to a redemp- 
tion of standing debt on the basis of a cash payment or equated payments 
spread over a number of years. The existing co-operative societies should 
be utilized as the agency for the payment to the lender by the borrower, 
who should become a member of die co-operative society which, in turnj 
should supply him with his current needs in future. The Government 
should have a regular programme of advances to co-operative societies 
for debt redemption where the lender wants a cash payment. If necessary, 
the whole arrangement should have the backing of a legislative enactment. 
In those cases w'here the lender refuses to agree to a voiuntary settlement 

1 ' Bengal and Bihar exempt one acre of land and Bengal the dwelling hou-se. The 
Thiitcd Provinces has a similar but less explicit provision. The Bombay Small Holders' 
ri’emporary) Relief Act (1938), exempts land, house, crops and cattle (owned by a 
" small holder ", i.e. a cultivator holding land not exceeding six acres of irrigated land, 
or eighteen acres of other land).'— Strickland, op. cit., p. 23. 

2 Statutory Report on Agricultural Credit (Reserw Bank of India), par. 11. 
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of the tleht it would be necessary to take action to secure compulsory .settle- 
ment by means of a legidaCive* enactment.^ 

§10. Recent debt conciliation legislation.^— The question' of conciliation of 
iiual dchlfi tvas taken up by almost all the provincial Governments owing 
lo the seveiity with which the slump in agricultural prices had fallen on 
the J'avmer-debtor class. The Government of the Central I’lovincos and 
Ik'var were the "first lo introduce the experiment of debt conciliation 
boards under the Debt Conciliation Act passed in February IDua. Their 
example was followed by the Punjab in 1934, when the Ihni jab Relief 
of Indebtedness Act was passed authorizing the establishment of Debt 
Conciliation Boards as in the Central Provinces. Bengal followed suit 
with its Agricultural Debtors’ Act in 1935. Assam passed its Debt Con- 
cifiation Act in the same year. Madras qjrovided for debt conciliation by 
the enactment of the Debt Conciliation Act of 193S. The Sind Debt Coji- 
ciliation Act of 1939 also provided debt conciliation machinery. 

Debt conciliation legislation in the various provinces has certain com- 
mon features, although tliere is divergence in the detailed procedure. We 
may now review the main provisions of the Acts. 

'■ Debt Conciliation Rcwdr.— The central idea underlying these Acts is 
that scaling down of debts should take place as a result of mutual agree- 
ment between the debtor and the creditor through the machinery of Debt 
Conciliation Boards varying in size from 3 to 9. The Boards consist of 
officials and non-officials and include representatives of the class of debtors 
and creditors respectively. The cliaihnan is an officer from the executive 
or judicial service. The jurisdiction of the Boards is limited in certain 
provinces, e.g. in the Central Provinces only debtors who do not owe 
more than Rs. 25,000 may apply to the Debt Conciliation Boards. In the 
Punjab the limit is Rs, 10,000. In Madras the minimum limit is Rs. 100 
and the maximum Rs. 25,000. Co-operative debts arc dilferently treated 
in the various provinces : e.g. they may be included in the scope of debt 
conciliation in the Central Provinces and Madras subject to the previous 
approval of the Registrar of Co-operativCfSocieties ; on the other haiul, 
co-operative debts are excluded in the Punjab. It is wiser to include i hem 
and then to discriminate between them and other debts so far as the 
degree of conciliation of debt is concerned. Debts due to the Goverimicm 
and to banks as well as trade debts are generally excluded wholly or 
partially or conciliation in these cases is hedged about with special con- 
ditions. , 

Procedure. —A debtor or any of his creditors may apply to the Board 
appointed for the area in which tlie debtor resides, to effect a settlement 
between him and his creditors or debtor respectively. Every creditor is 
called upon to submit a statement of debts owed to him within a speci- 
fied period. Failure to do so entails a discharge of all debts owed to him. 

iSee Report of the Central Banking Enquiry Committee, piu-.s. 91-2. 

2 Por ail interesting review of this legislation, see Sivaswamy, op. cit. and Abhyankar, 
op.,'cit. , , :■ 
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in ('c;rt:iiii provinces, e.g. the Central Provinces, latvyers are net allowed 
to appear hcforc the Boards. In others, e.§^. the Punjab and Assam, they 
are allowed, lire Board has no authority to give a decision, but has to 
d(;peud only u))oii powers of joersuasion to induce the parties to arrive 
at an amicable settlement. In case agreement is reached relating to a cer- 
tain ])eva;ntage (40 per cent in the Central Provincc.s) of the debts owing 
to (he creditors, it is signed by the Board, and i.s registered under the 
Indian Registration Act, and takes effect as a decree of » the civil court. 
'I’he instahnenls of the debt, as conciliated, ax'e fixed with due regard 
to the paying capacity of the debtor and usually no interest is allowed 
on the conciliated amount. The rule of damdupat is generally observed. 

In Bengal it was thought necessary to endow the Boards on occasions 
with powers for compulsion jn varying degrees tvhenever voluntary 
methods fail. Another' noteworthy feamre of the Bengal Agricultural 
Debtors’ Act (1935) is that it provides for a simple in.s;olvency procedure 
on the lines recommended by the Royal Commission on Agriculture^ 
for rural areas, Tlie absence of such procedure in other ju'ovincial Acts 
is a handicap in those cases where there are difficultie.s in arranging for the 
payment of the conciliated debt even by a number of instalments. * 

Refractory creditors.— Thc various Acts provide for the issue of certi- 
ficates by the Board to the debtor of a refractory creditor who refuses to 
accept a fair offer. Such creditors are not entitled to costs in suits for tlie 
recovery of such debts or to any interest after the date of the issue of the 
certificates in excess of simple interest of 6 per cent per annum on the 
amount due. In the Punjab the Board can grant such a certificate only 
when creditors to the extent of 40 per cent of the debtor’s liabilities 
have come to an amicable settlement with the debtor ; the percentage 
in Madras being 50. The decisions of the Boards are final ahcl civil courts 
are debarred from entertaining suits regarding debts conciliated. The 
Board itself has, however, power to review previous orders under certain 
lircumstance.s. In Bengal appeals are allowed against the awards made 
by the Board. , 

Working of the Debt Conciliatio7i Boa^'ds.— The -working ’of these 
Boards shows variation from province to province, fn only three provinces, 
namely, the Cicntral Provinces, tlic Punjab and to some extent in Bengal, 
have substantial results been achieved. A greater degree of success has 
attended the expei'iment in debt conciliation in the Central Provinces, 
where several Debt Conciliation' Boards were established by the Govern- 
riieni., 'Fhesc Boards had conciliated debts amounting to Rs. 958.69 lakhs 
for Rs. 179.22 lakhs, securing a remission of 50 per cent of the total 
claims, by the end of July 1938.2 Remissions generally have been largest 
in the case of unsecured loans. Frequently no future interest has been 

r Report, par. 367. 

a Abliyaiilcar, op. cit., p, .35. For a detailed critical examination ol the working 
of the Debt Conciliation Boards irk tlie Central Provinces and Berar, see article by 
Sir M. G. Dcsiipandc in The Indian Co-operative Revij^w, January-March, 1939, pp. 65-70, 

. 17 , 
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allowed «n the reduced amount of debt.. The Debt Gonciliation Boards 
in the C.'etnral Provinces wiere' scrapped under the nerv Act of 19."!) (see 
below i^ll (ii) ). Similar results have been achievetl o'n other jjtovinces, 
auch as ilie Punjab, Beni^al, and Assam. The workiu<>' of the Boards in 
Jlen.nal has not been smooth and is characterized by lonp;- delays. In tlml 
province it wtus estimated iliat debts of about Rs. .5 crores had i)o;c;n .scaled, 
down up to I April 1959. The operation of the Boards htis revealed certain 
delects. For insf^iiUe, the provision in the Punjab Act retjniring' ereditois, 
to whom there is owing- not less than 40 per cent of the total tlel)i:, to 
agree to an amicable settlement with the debtor for the grant of a certi- 
ficate to the latter has had the result that the debtors iiickide fietitions 
creditors in the list so that the limit of 40 per cent may be reached. Then 
again, in some provinces, including the U.P., non-agriculturists, .such as 
traders who hapjren to own a small piece of land and whose main income 
is derived fiom commercial pursuits, have taken advantage of the Debt 
Relict Acts. Geniune creditors are thus made to sufl'er. We have already 
referred to the restrictive effect on the supply of rural credit. 

Repayniant of conciliated debts.—The crux of ihe whole problem of 
debt conciliation is the ^arrangement for the repaymeiu of the amount 
of the debt a.s finally settled. Although in some cases, (ispeciully in the 
Punjab, payment has been made in a single transacti<m by sale of c;attle 
and jexvellery or by a terminable lea.se of land.s, instalments spreading- 
over a period of 15 to 20 years are usually arranged. As Mr Sti-ic-kland 
points out, ‘ the test of conciliation will come when the first few annual 
instalments have been paid and the sense of alleviation has worn oil: 

It is obvious that the method of debt conciliation would work more success- 
fully provided a suitable mode of repayment could be devised. Greditors 
would then agree to large remissions. I'lie. I,and Mortgage Bank, which 
has the necessary technical equipment for carrying on long-K.-rm ti'ans- 
actions on busine.ss lines (see ch. x) appears to be a very ,suital.)k; agency 
for carrying out a programme of debt conciliation. If such a bank is 
prepared to advance the whole conciliated amount to the creditor he 
would aggee to a substantial remission of his claims. I'hus tlie need for 
co-ordinating tbe working of Debt Gonciliation Boards and Land Mort- 
gage Banks is obvious. It was the realization of this need which led the 
Government of the Geiitral Provinces in 1935 to launch a system of I., and 
Mortgage Banks, of which there are now 21 in that province.- Madras 
with its 111 Land Mortgage Banks has shown the most promising- pro- 
gress in this direction.® 

1 .Strkkland, op. dt., p. 13, 

2 It. ;ippe.ir.s that agriculturist debtors did not avail themselvc.s ol tlio long-tenn 

credit racilitie.s oflered by the Land Mortgage Banks as the Coiidliatiou Board.s gave 
maximum c()uccs.sions possible in respect of the number of instalments and exemption 
of , instalttients from interest.. ' 

s 'i'lie progress made by Land Mortgage Banks in the variou.s province.s is reviewed 
in. ch. 'X. , , . 
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Need fm- compulsion.— There was a growing conviction in the Central 
Provinces, Madras and elsewhere that if conciliation of debts was to make 
fair progress within a reasonable time the voluntary princi23le must be 
replaced by one based gn compulsion. It should be borne in mind that 
conciliation is an emergency measure and is analogous to a surgical 
operation. If it is to do any good without serious harmful reaction, it 
should be carried out with reasonable speed and should not be undvdy 
jrrolonged. Voluntary debt conciliatiori does not ensure dispatch and 
moreover its working is apt to he uneven and uncertain. Accordingly 
recent legislation in Madras, the Central Provinces, Bombay and the 
United Provinces has provided for the comjjulsory scaling down of the 
liabilities of agriculturist debtors. 

§11. Compulsory scaling down of debts.— (i) The Madras Agriculturhfrs’ 
Relief Act (1938).— It was the realization of this fact that led to the adop- 
tion of a bold policy of debt relief by the Congress Ministry in Madras, 
which got the Agricultiu-ists’ Relief Act through the' Provincial Legis- 
lature early in 1938. The object of this measure, which is more radical 
and drastic than any that has been passed or contemjrlated in the rest 
of India, is to rehabilitate agriculture, the basic ifldustry of the province*, 
by relieving the jn’otlucers of food from the iuculjus of indebtedness. The 
Act ‘provides for the compulsoi'y scaling down of debts as distinguished 
from conciliation and settlement by agreement. It offers relief to ryots 
without any upper limit irrespective of their capacity to repay and of 
the status of the creditor. The Act distinguished between pre-depression 
and post-depression debts. All arrear-s of interest outstanding on 1 Octo- 
ber 1937 oh debts incurred prior to October 1932 xverc wiped off, only 
the principal being payable. Debts incurred after that date were to be 
charged only 5 per cent interest up to 31 October 1937. The vide of damdii- 
pat was to be enforced in favour of the debtor. In case the payments were 
less than tivice the principal only the balance had to be paid. On debts so 
scaled doivn as also on future debts incurred after the commencement of 
the Act the maximum legal rate of interest was fixed at 6;[ per cent ; but it 
was liable to be altered from time to time by the Provincial Government. 
Co-operative societies and certain classes of banks were exempted from 
the operation of the Act. The Act also extended relief to tenants by wip- 
ing out all arrears of rent except those of the previous two years, pro- 
vided these latter were paid by September 1939. The provisions of the 
Act could be applied also to decreed debts. Sales of moveable or immove- 
able property of the agriculturist could be set aside if such s’alcs were 
made in execution of a decree after 1 October 1937. ^The enforcement 
of the Act was to be effected by the ordinary courts. During the period 
ending September 1941, more than 168,000 cases had been disposed of 
under the Act, involving Rs. 6,52 lakhs of debts which had been scaled 
down to Rs. 3,40 lakhs, i.e. by 47 per cent. 

This unique piece of rural debt legiriation in Madras has been the 
subject of numerous criticisms. In the first place, the Act does not make 



260 INDIAN ECONOMICS 

any provision for the setting up of machinei 7 with legal powers and 
financial Resources to satisfy claims of creditors or to relieve the 
(Jehtors c[iiickly, to pay off the scaled-down debts to ^he former and re- 
cover them gradually from the latter. No doubt, there are several Land 
Moi-tgagc Banks operating in the province, but the creditors are not 
compelled to receive payments -tlirough them. Further, apart from delay 
in the grant of Ipans by these banks, their resources are limited. 

Another criticism is that the maximum rate of interest (6;} per cent) 
prescribed by law is too low, especially in the case of unsecured loans, 
and it is said that the Act has curtailed the supply of credit even to the 
extent of land being left fallow in some districts. In other cases the legal 
rate of interest is being circumvented by the adoption of various ingenious 
devices, the needy borrower becoming himself an accomplice. 

(ii) Central Provinces and Berar Relief of Indebtedness Act (1939).— 
This Act substitutes certain compulsory methods for the scaling down of 
debts in place oh the mutual agreement of the old Debt Conciliation 
Act (193.3). It scraps the machinei'y of Debt Conciliation Boards (in this 
respect it differs from the Madras Act of 1938 which retains these Boards) 
and provides in its place Debt Relief Courts with certain restricted appeals 
to the District Judge. I? provides for the grant of graded relief based 
on the estimated fall in the value of land in respect of the principal of 
the debts as follows : (a) 30 per cent reduction in the case of debts prior 
to 31 December 1925, (b) 20 per cent in the case of debts incurred after 
31 December 1925 but before 31 December 1929, and (c) 15 per cent in the 
case of debts incurred after 31 December 1929 but before 31 December 
1931. No relief is provided for debts incurred subsequent to 31 December 
1931. The payment of interest is limited to 4|- per cent compound interest 
with yearly rests, or 6 per cent simple interest on secured loans and 9 
per cent on unsecured loans. Rent debts (unlike in Madras), debts due 
to co-operative societies and certain banks are excluded from the scope 
of the Act. The scaling down of debts under the new Act is more thorough 
than in Madras but is likely to involve more delay since this process is 
subject tp a legal arrangement, while in Madras resort to a court of law 
is necessary only if the parties do not agree in the application of the 
law to their case. The Act provides for the transfer of land in lieu of debt, 

(iii) The Bombay Agricultural Debtors’ Relief Act (]939).i— The 
Bombay Agricultural Debtors’ Relief Act of 1939 was put into force in 
1941 as an experimental measure in a few talukas in the three divisions 
of the province. The Act aims at reducing the aggregate indebtedne,ss 
of genuine agricidturi.sts so as to bring it within the compass of their 
capacity to pay. Compulsory scaling down of the debts through specially 
con.stituted Debt Adjustment Boards, which are to work under the con- 
trol of the civil courts, and subsequent arrangements for the repayment 

1 .Six' Bombay Act XXVIII of 1939, IVote on Bombay Agricultural Debtors' Relief 
Act, 1939, and Rules issued under the Act by the Government of Bombay (1? August 
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of the adjusted amount in manageable instalments constitute the essence 
of the whole scheme. The relief contemplated by the Act is limited to 
cultivating agriculturist, ■j whose debts (as on 1 January 1939) were not 
more! than Rs. 15,000. Either the debtor or the creditor may make an 
application to the Board for the adjustment of his debts within 18 months 
from the date on which a Board is established. If the, creditor fails to 
make an application within this perioti tife debt becomes void and ir- 
recoverable. The Act provides graded relief in respect ot both principal 
and interest in the following manner. In taking accounts of principal 
and interest in respect of transactions prior to January 1931, interest is 
to be calculated at 12 per cent, or the agreed rate, whichever is lower; 
40 per cent reduction would then be made in principal and interest. 
If the transaction commenced aftOr 1 January 1930 but before 31 Decem- 
ber 1930, accounts are' to be made up to 1 January 1931 at 12 per cent 
or the agreed rate, whichever is lower, and a reduction of 30 per cent 
is to be allowed in both principal and interest. Interest not exceeding 
9 per cent is to be allowed on the amounts so adjusted up to the date 
of the application. For transactions which commenced after I January^ 
1931, the interest is to be calculated at 9 per “cent, or the agreed rate, 
whiohever is lower. Separate accounts would be taken of principal 
and interest and accumulated interest may not be debited to the account 
of the principal. In taking accounts the interest to be calculated Would 
l3e simple interest. The amount of dues on account of intei'cst may in no 
case exceed the amount of the principal due. 

After the accounts are made up the next step taken by the Board 
is to estimate the paying capacity of the debtor as ascertained in terms of 
the value of his whole property, both moveable and immovf^^able, with cer- 
tain exceptions. In the case of immoveable property, which is subject to 
the liability of secured debts, dues to Government and local authorities 
would be deducted from the value of such property. Broadly, the Debt Ad- 
justment Boards arc empowered to scale down the principal found due to 
80 per cent of the repaying cajlacity of the debtor as indicated by^ the total 
amount of the following items ; (a) If the amount of the secured debts 
after taking accounts is less than 80 per cent of the value of immoveable 
property, the difference between the amount of such debts and 80 per 
cent of the value of such property, (b) 80 per cent of the value of the 
immoveable property which is not subject to the liability of secured debts 
and (c) 80 per cent of the value of other assets. 

The Act also makes provision for paying the creditors scaled-down 
amounts in the form of bonds issued to them by the Pyovincial Land 
Mortgage Bank, provided the creditors agree to scale down the total 
claims to 50 per cent of the assets of the debtor. In other cases the scaled- 
down dehis may be recovered from the debtors in the form, of instalments 
not exceeding 25 in number. A debtor who.se assets are inadequate for 
payment of the scaled-down amount can be declared insolvent by the 
Board. The awards made by Boards, afteP having been registered by a 
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civil conn, u'ili 1)0 cxccmable as a decree of the court. The Board is also 
aullioiizeil to tuder the sale* of a debtor’s property m liquidation of his 
debt iJ' such a procedure is in his interest. No debtor who is a party to 
ait tiward under this Act is allowed to alienate the standing crops or the 
produce of his land to the prejudice of a Resource Society or any person 
(including a joiqt-.stock company or other association) authorized to ad- 
vance loans under the Act uhder prescribed conditions without previous 
perniis.sion of silch creditors. 

(iv) Tha U.P. Agriculturist Debt Redemption Act (1939).— The U.P. 

Legislative Assembly passed the Debt Redemption Bill in July 1939. ft 
authorizes the courts of law to award by way of the principal amount 
due, a sum which will not exceed twice the amount of the imincipal 
minus all the payments received by th'e •'creditor in the past in respect 
of the said transactions. Its main object is to effectively reduce the debts 
of small agriculturists. In the case of protected tenants, it provides that 
the creditors coidd only take possession of the landed property of the 
debtor as a usufructuary mortgage and could not sell it to realize their 
dues. ^ * 

(v) Some Indian States including Bhavnagar, Mysore and Travan- 
dore, have also adopted measures for setting up boards for the concilia- 
tion of debts. The most striking success has been attained in Bhavnagar 
where the debts, on being settled and vet 7 greatly scaled down, were 
taken over by the Durbar who have paid off the creditors. A study of 
the after-effects of debt redemption in Bhavnagar published in 1939 
showed that about (5 per cent of the holders had incurred fresh debts 
amounting to 3 per cent of the total old debt. These fresh debts were 
for current miscellaneous purposes and were paid during the harvesting 
2 reriod. The debt redemption scheme has had on the whole salutary results. 
We should, hotvever, do well to bear in mind that it would not be quite 
so easy to launch in ‘ British ’ India any conciliation scheme with the same 
prosjjects of success as in the case of the small Bhavnagar State where 
there was a ruler ready to wipe off arreari' of land revenue and a coun- 
sellor as able and benevolent as the late Sir Prabhashankar Pattani and 
where saliukars with a realistic turn of mind were pjrcjxired to have their 
debts scaled down to as low a level as 25 per cent. There are inherent 
difficulties in a province with a much larger population and more 
heterogeneous creditors. 

In conckision it may be pointed out that the scaling down of debts, either 
by the voluntary .method or one involving compulsion, aims at mitigat- 
ing raiher tha.n curing rural indebtedness and has thei'eforc a limit.ed 
utility. The Reserve Bank of India in its Preliminary Report on Agri- 
cultural Credit (1936) rightly stressed the two aspects of this {moblcin, 
namely (he need for reducing debt and restricting credit i and at the 
same time for increasing the earning capacity and purchasing ijower of 


t AbhyankaT-, op. cit., pp. 19 and 90; 
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the farmer by devising various measures for rural bettei'meii(:.-» (Report, 
par. 10.) " « 

§12. Restrictions orl the transfer of land.— Almost everywhere in India 
‘ proprietary ’ and ‘ tenant rights ’ greatly increased in value dii ring the 
last 40 or .50 years of the nineteenth century, causing an unprecedented 
expansion of the peasant’s credit, which was for the mo.st part misused. 
No precautions were taken to prevent an ignorant and unthrifty peasantry 
from borrowing recklessly on the strength of the improved security of 
laud, which, began to pass rapidly out oJE the hands of the cultivator. So 
far from desiring to prevent transfer of land, the Government seemed at 
first actually to welcome it. It was thought that the facility of transfer 
woidd result in land coming into the possession of cultivators with suffi- 
cient resources to exploit it fujly. The authors of the Joint Report m 
Eombay, for example, wished special measures to be adopted to facilitate 
transfers, more e.specially as the customs of the country were adverse to 
transfers. The realization, however, gradually dawned on the Govern- 
nioni that transfer of land to non-cultivating classes had reached a stage 
at tviiich it was economically as well as politically, dangerous, and that it 
was therefore nece.ssary to restrict free alienatisn. Tho.se who favoiiredf* 
legal, restriction on free transfers of land desired it primarily for prevent- 
ing the passage of land into the hands of the non-cultivating classes, 
though they also welcomed the secondary efl’cet of such restriction, namely 
decrease of credit, as likely to diminish the rate at which debt was being 
contracted by the peasant class. Action was taken or contemplated in one 
form or another, the most outstanding case being that of the Punjab. 
Under the Punjab Land Alienation Act of 1901, non-agricultural classes 
are not allowed to buy land from a member of an agricultural tribe nor 
to take it in mortgage for more than twenty years. The sucEess of the Act 
in preventing the expropriation of the peasant proprietor by the money- 
lender is undoubted. There is, however, a fly, or rather several flies, in 
the ointment. In the first place, the difficulty placed in the way of the 
educated townsman wishing t» bring his capital, intelligence and enter- 
prise to hear on (he land is a handicap to agricultural progress. Such 
cnlightenetl enterprise has been the principal cause of the progressive 
■character (jf English agriculture. Even the agricultural classes have suffered 
from the inevitable contraction of credit. Another serious and unexpected 
evil has been the emergence of the agriculturist money-lender, and the 
growth of his influence. The restrictions of the Act until I'ccently (see 
below) did. not aj)ply to him and he took advantage of his privileged 
position to expropriate his brother agriculturist in a manner as unscrupul- 
ous as that of the old money-lender. While therefore the Act has helped 
materially the retention of land in the hands of agriculturists, it is open 
to doubt whether it has appreciably diminished the evil of indebtedness.^ 

iSec Report of the Punjab Ranking Enquiry Committee, par. 17S. A .simiiar Land 
Alienation .A.c.t was pasw^cl for Bundelkhand in 1903, Restrictions on the alienation of 
land by aboriginal tribes exist in the Central Pivvlnces and Bombay. 
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In this cpmicxioi) Uvo amendments of the Act in 1938 deserve notice. 
By the first ol these amendments, beyvimi (fictitious) transactions are 
cledarcd null and void, thus seeking to prevent alienation of land to men 
(if straw. 'I'lic sc;t:ond amendment aims at the indusion of the agricultur- 
ist money-lender to a certain extent in the same category as the non- 
agriculturist money-lender, in order to prevent the former from taking 
iiudiui advantagf: of bis privileged position under the original Act. 

I’he Punjab diestitution of Mortgaged Lands Act, lf)38, empowers a 
mortgagor to presejit a petition to the Collector praying for the restitu- 
tion of possession of land mortgaged prior to 8 June 1901, subject to 
certain conditions. Recent debt legislation in several provinces, as already 
pointed out (see §8), seeks to protect the property of the borrower by 
tile exemption of a part of the holding frqm attachment and sale in execu- 
tion of a decree of the court and restriction of usufructuary mortgages 
to a reasonable number of years. Facilities are also offered to redeem 
certain old mortgages in the United Provinces, 

§13. The supply of money and credit.^— The takkavi loans are a very ancient 
form of state help to^the ryots in India, and the Government passed, 
3’akkavi Acts in 1871, 11176 and 1879. But no active help was rendered 
until after the passing of the Land Improvement Loans Act of 1883, and 
the Agriculturists’ Loans Act of 1884 as recommended, by the Famine 
Commission of 1880. Under the former Act, long-term loans for ijerman- 
ent improvements on land, such as wells and embankments, were to be 
gr?^nted, and under the latter, short-term loans for current agricultural 
needs* such as the purchase of seed, cattle, manure, implements, etc. These 
loans have been useful to agriculturists, especially at critical times, when 
they have helped to mitigate the prevalent rates of interest and have 
served in somS measure, to establish a connexion between the village and 
tlte wider money-market from which the Government sometime, s borroxv 
for this purpose. 

Takkavi loans, however, have never been popular. The Irrigation Com- 
mission of 1901-3 estimated the total amount so lent at Rs. 6 crores 
—a mere tlrop in the ocean. The figures relating to loans under the two 
Acts furnished by the Provincial Banking Enquiry Committees illuslrafc 
the very insignificant part played by the Government in tlie matter of 
supplying rural finance.^ These loans are granted only for specified pur- 
poses so that the ryot, rather than imperil his credit with the money- 
lender from whom he can borrow for all purposes, prefers not to avail 
hiin,sdf of the state loans unless absolutely forced to. It is impossible 

1 The source.^ fjom which rural financial supplies are now obtained niity Ijc con- 
veniently mentioned here. They are : (t) Money-lenders (including seller.s on credit), 
both professional and non-professional. (2) Indigenous bankers. (3) Co-oi)craiivc! organiza- 
tions. (4) The Government. (,‘5) Commercial banks, including the Imiierial Bank 
of India, the exchange banks and the joint-stock bank.s. (6) I,oan ofiices in Bengal. 
{1) Nidhis atit\ chit funds in Madras. See: of. the Central Hanking Enquiry Com- 
mittee,. par. 104. : ■■ , ' 

Report of the Central Banking Enquiry Committee, par. 230. 
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to make any system of Government loans as elastic as that of) the money- 
lender. The rigidity in the matter of collection is another disability 
udiich makes the’takkavi loan unpopular. The endless delays in distribu- 
tion, the exactions of petty official underlings and the general red-tape 
character of the revenue agency by which -it is administered are further 
drawbacks. The system is also extraordinarily difficult to supervise and 
does not go to the root of the matter dn^at it fails to exercise any edu- 
cative influence on the character of the ryots ; some worrld even say that 
it tends to demoralize them. A fundamental defect of the Land Improve- 
ment Loans Act (188.3) is that no loans can be granted under it for the 
redemption of old debts and consolidation of holdings— the two essential 
pre-i’equisites for agricultural improvement. Under the amending Acts 
passed in Madras (1935) ani^ ,the United Provinces (1934), loans are 
permissible in these 'provinces for redemption of old debts.i Lastly, the 
Government’s credit and resoui'ces being limited, fuqds cannot be made 
available to the extent required. As a general means of financing agricul- 
ture the system is a failure, although in respect of specified famine tracts 
and backward areas it has a limited usc.^ The.„ Government seem to be 
rvaking up to the necessity of amending the administration of the takka3^i 
so as to make the procedure less rigid. In Bombay, under rules framed 
in 1922, the Government have availed thenrselves of the co-operative 
agency in the distribution of these long-term loans for effecting permanent 
improvements. The whole system of takkavi loans was passed under review 
(1929~30) by the various provincial Banking Enquiry Committees and the 
Central Banking Enquiry Committee® and several useful recommenda- 
tions (for instance, the creation of a Government publicity agency) were 
made. 

All these measures have failed to solve the main problem of indebted- 
ness, and the provision of a suitable and cheap system of credit for agri- 
culturists still remains a desideratum. As Mr Ewbank observes, ‘no mere 
legislative fiat can control the working of economic law The Govern- 
ment rcvilized this as early as. 1884 when the Viceroy in a dispatch to the 
Secretary of State urged the necessity of a private bank to Replace the 
village usurer and supply cheap capital to solvent ryots. Under the in- 
spiration of Sir William Wedderburn and M. G. Ranade, a committee 
of the capitalists of the Poona district was formed in 1883 with the object 
of establishing a bank to finance the agriculturists of the Purandhar taluka. 
Though the scheme was approved of both by the Government of India 
and the Bombay Government, it was negatived by I.ord Kimberley, the 

I'l’hc Government of Madras provided in the budget for 19S8~9 a sum of Rs. 50 
laklis for tlic relief of indebted agriculturists by way of direct loans from the Goverii- 

2 See Agricultural Commission Report, Minutes of Evidence, vol. Ill, Srinivasa Achari- 
yar’.s evidence; also tlie Report of the Central Banking Enquiry Committee, par. 2'11. 

S Report, pans. 238—15. 

■IR. B. Ewbank, A Manual of Co-operative Societies, p. 2. 
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then .Secrctf'.ry oi' State, on the grounds that the bank would 1 k^ virtually 
a Government institution, artld tihat the Takkavi Act o£ 188.') and. 1881, 
already rclerred to, along with the Deccan Agriculturists’ Relied’ y\ct and 
better judicial arrangements and proper registration ol’ titles to land, would 
go .sulliciently far to meet the needs of the situation. 

The subject of co-operative credit is dealt with in the next chapter. 
§14. Report of the Agricultnrak Finance Sub-committee, 19 .—In accord- 
tince with the recommendation of the Policy Committee on Agriculture, 
Forc.stry and' Fisheries, the Government of India appointed a Sub-com- 
mittee in September 1944, with Professor D. R. Gadgil as Chairman, to 
leport on the ways in which indebtedness could be reduced and finance, 
both long-term and short-term, provided under efficient control for agri- 
culture and animal husbandry operations-. The following are some of its 
recommendations : 

(i) Adjustment ^r&dMction and compounding of old deitfs.— The debts 
of such agricuftaral producers as have no hereditary or transferable 
interest in land .should be taken up for compulsory adjustment on applica- 
tions of the borrowers. All the debts of all agricultural producers who 
hSve hereditary or transferable interest in laud should be compulsorily 
adjusted without waiting for applications from borrowers. Arrears of rpnt 
should be treated as debt but not the current retit charges. Debts due to 
co-operative societies should be adjusted with the consent of the Registrar 
of Co-operative Societies of the province, who should determine the extent 
of remission which the society could give on such debts. 

The work of adjustment should be entrusted to judicial offic;ers or to 
boards adequately manned by judicial officers. 

The proceedings of the boards should have the status of judicial pro- 
ceedings and their decisions should be final. No party should be allowed 
to be represented by a legal practitioner as a matter of right. Each board 
or officer should be assisted by a staff of experts to assess the value of 
property, repaying capacity, etc. The work of adjustment should be com- 
pleted within a specified time, which should not exceed two years. 

It should be made obligatory on all creditors to submit their claims 
to the board. The opening and closing dates for the submi.s,sion of claims 
and documentary evidence should be pre.scribed by law. Any claim not 
.submitted within the period should be deemed as discharged for all pur- 
poses and for all occasions, unless special reasons exist for the delay, in 
which case .their revival should be allowed within a specified period only. 
The debtors should be made to submit statements of their assets and 
liabilities before, a definite date. To determine the fair amount due from 
a debtor, die adjustment agency should scrutinize each actnunt and go 
behind the entries as is provided in the Usurious Loans Act and the 
Deccan Agriculturists’ Relief Act, 

It should also apply the rule of damdupat which should be tlcfined so 
as to mean that total payments cannot exceed twice the principal origin- 
ally lent and that interest carwaot be converted into capital. 



RURAL INDEBTEDNESS 


267 

The amount deteraiined as fair should be reduced to the pi'cscnt value 
■of the debtor’s normal repaying capacity over 20 years tvorked out at a 
rate of 4 per cent interest or to 50 per cent of the normal value of his 
immoveable assets, whichever is less, provided that : 

(a) A secured debt is not reduced to -less than 50 per cent of the value 
of the jmoperty on which it rests ; and 

(b) The proportion allowed of a’seeWed debt in terms of the value 
of the jiroperty on which it rests is not smaller than the proportion allowed 
of the unsecured debts to the total of such debts. 

If a debtor has no hereditary or transferable rights in land and his 
debt fairly determined exceeds his total paying capacity by a given pro- 
portion to be prescribed in law, the board should adjudge him an insolvent 
to be dealt with compulsorily^ tfhder a simple insolvency procedure. If a 
debtor has hereditary or transferable rights in land and his debt exceeds 
his total repaying capacity or half the value of his immoveable assets 
(whichever is less), by a given proportion to be prescribed in law, the 
board should adjudge him an insolvent to be dealt with compulsorily 
under a simple insolvency procedure, irresirective of the amount of debt 
or the value of assets involved. ’ 

A provision should be made in law for a summary administration of 
the debtor’s estate whereby all his property may be realized with all 
reasonable dispatch and distributed, wherever practicable, in a single 
dividend. The provision of jrroper relief and of proper avenues of em- 
ployment to such insolvents as part of agricultural, industrial or other 
reconstruction should claim the first attention of the Government. 

The immoveable agricultural property belonging to insolvents should 
be transferred to the develo 2 rmeut and rehabilitation administrations at 
a price iletermined by the board in its process of adjustment. These pro- 
perties .shottld be managed or disposed of with a view to the best utiliza- 
tion of the resources of the land through either co-operative effort or the 
establishment of a solvent peasant class. 

In the case of all other debtors, the adjitsted debt should be awarded 
to be paid to creditors (including the Government, Co-operative Societies, 
etc.), immediately in a lump sum, by borrowing from a land mortgage 
bank or a governmental agency set up for the jmrjjose. This forms one 
of the integral parts of the scheme of debt adjustment. 

Co-operative Land Mortgage Banks, wherever they exist, should have 
the first claim to take up the adjusted debts. 'I'hey should* be free to 
judge each case according to their own standards. .A^l cases other than 
those taken up by co-operative land mortgage banks should be taken 
over liy the state agency. The agency taking over the debt will recover 
it from the debtor in instalments sijread over a period not exceeding 
20 years. 

The work of debt adjustment should be accompanied in every region 
by the provision of agencies of credit alternative to the private financier 
and a regulation of his operations. : 
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(ii) MY>dc and extent of state finance in normal times and circum- 
stances.— 'The process of debt "adjustment must be accompanied by a com- 
plete reconstruction of the financial stmeture. The main aim of this recon- 
struction in the immediate future should be to provide the solvent agri- 
culturist producers in all areas with an agentry alternative to the private 
money-lender from which they can be sure of obtaining finance for all 
reasonable purposes on reasonable terms. 

This alternatisfe agency of a-edit must be an autonomous public cor- 
poration established by the state and operating under general official 
supervision and direction, but whose day-to-day working and normal busi- 
ness transactions are largely conducted on an independent basis. 

its capital will have to be provided chiefly by the provincial Govern- 
ment— at least to the extent of 50 per cem. Other institutional elements 
of the general credit system may also be invited to subscribe to the share 
capital. Shares shovdd be placed only with selected credit institutions, 
chiefly joint-stock banks, co-operative banks and marketing organizations. 

Its affairs should be managed by executive officers and its policies 
should be framed by a board consisting chiefly of nominees of the Gov- 
ernment and representatives of other shareholders. Both the executives 
and the board slrould be appointed by the provincial Government for a 
fixed term of years. Some of the Government nominees will be officials. 
In making the other noraination.s the Government should secure special 
representation of those engaged in agriculture and in working c:o-operative 
organizations. 

In providing finance, whether short-term or long-term, the corixtration 
must pay attention to both the real a.ssets owned by the borrower and the 
nature of his personal business. For giving long-term mortgage credit, it 
will have to conduct a full inquiry into the individual’s assets and also 
his earning capacity. For intermediate credit, the specific charge on equip- 
ment or chattels might be reinforced by a collateral mortgage. The limits 
of short-term credit might be defined in terms both of value of real estate 
and of cerj:ain features of individual busind^s. 

The corporation would be able to undertake efficiently and expeditiously 
the work of making available mortgage finance immediately on a country- 
wide scale. 

For intermediate finance, required specially in areas whore mixed 
farming is common, or special weight attaches to animal husbandry, or 
agriculture^is commercialized, some kind of borrowers’ organizations— co- 
operative or othertvise— may have to be created. 

.Short-term fin;ince in areas where important commercial crops are con- 
centrated might not be difficult if attempts at the stabilization of agri- 
cultural prices, etc., lead to a considerable control by the state over market- 
ing and prices so that loan recovery is guaranteed. 

In the absence of such conditions the corporation might provide inter- 
mediate and short-term finance directly to substantial cultivators. If it 
has already provided these with long-term mortgage finance, it may also 
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advance the short-term finance on second mortgage of lands or on chattel 
mortgage or with some kind of crop chargg. 

For ineeiing th^; short-term needs of the smaller cultivators, the latter 
should be induced to form themselves into co-operative credit, marketing 
or sale societies. 

WIktc this is not passible, it is necessary to attempt some type of simple 
organization of borrowers’ groups to form a link between the local agency 
of till.' corporation :nrd the large number of agriciilturist p/oducers scattered 
over the countryside. 

The main services of a borrowers’ group might be to collect and trans- 
mit loan applications and the information required in respect of them. 

The Agricultural Credit Corporation should be a centralized type of 
organization. The number of agencies and sub-agencies to be organiled 
will depend on the yolume of business available in each area. 

For the bulk of its ordinary business, the Corporation will not require 
any considerable subsidization by the state to maintain the rates of inter- 
est recommended. In less developed areas where the cost of administra- 
tion and collection of loans and the risks connected witli them are large, 
there is need of state subsidy which may be given’’ by .such means as giving 
free use of substantial funds or by directly subsidizing costs of administra- 
tion, .supervision, etc. 

Where the co-operative banking structure is not yet highly developed, 
the Corporations should take on thein.selves the financing of co-operatives. 
Where co-operative banking is developed, except in the direction of land 
mortgagie banking, the Corporations could handle mortgage business 
and no special attempt need be made to develop co-operative land mort- 
gage banking. Where co-operative banking is highly developed in both 
ordinary and land mortgage busines!?, the Corporations vTould constitute 
a third system. In both these cases, the three agencies should be effectively 
co-ordinated and care taken to prevent overlapping of areas, duplication 
of effort, or redundancy of finance. 

The Agricultural Credit Corporation should work in close co-ordina- 
tion with the technical and other agencies of the state. » 

The rates of interest have to be reasonably low for current or inter- 
mediate finance and lower still for development finance ; broadly 6| per 
cent for current finance and 4 per cent for development are proper limits. 

(iii) The co-operative mcroernent.—ln order to improve the system of 
co-operative finance given by the primary credit societies the frozen assets 
of co-operative societies should be liquefied by adjusting the claims of 
the societies to the repaying capacity of the members. * 

The priinaiy credit society should continue to be the ’’nuclear unit of 
the co-operative credit structure. 

The credit .societies should, as a rule, adopt unlimited liability. If 
limited liability is proved to attract valuable elements to the movement 
in any region, it could be adopted provided that a substantial part of 
the funds required by the society can be raised through share cajfiial; 



270 INDIAN ECONOMICS 

the liability in such cases may be limited to tlie value of shares or to a 
certain nnutiple thereof. ^ . 

The primary credit society should try to fmance :dl the short-term 
needs of its members and also, subject to certain limitations, their inter- 
mediate-term needs. In a co-operative society the credit -wurthine.ss of a 
member should be a.sse.s.sed on the basi.s of his repayiiif; (apaeity. The 
security for advances should ordinarily be personal, lint llu; society .should 
have a statutory charge oii the crop as an additional scduiiy for all its 
seasonal finance, the wilful breach of which charge should lie made a 
criminal offence. Mortgage security may be justified when the size and 
period of the loan require it ; but it should only be collateral. 

The delay in clearing loan applications should be ininimizetl. 

Kegiilar repayment of loans should: be insisted iqron. Extensions may 
continue to be allowed in case of terapofar^ difficulties. For wilful de- 
faults there should be no hesitation in resorting to coercive measures. 

In areas where a Itigh rate of interevst (higher than G;J jjcr cent) is due 
to the small size of the unit and high costs of administration, tht.‘ f Govern- 
ment should .subsidize the cost of administration so as to bring the lend- 
ing rate within the recofiimended limits. 

An increasing use shoulS be made by the juovindal co-operative banks 
of the schemes formulated by the Reserve Bank to grant accommodation 
to them at a concession rate. The authorities of the Reserve Bank should 
consider the desirability of increasing the reductions below bank rate 
on such accommodation to say 1|- or 2 per cent. 

The efficiency of co-operative finance .should be improved by closely 
linking the operations of credit societies with those of sale societies. 

The efficiency of co-o23crativc finance .should also be imyrroved by en-< 
suring the proj^er application of loans : 

(a) by supplying as far as possible the requirements ol' members (in 
kind) through direct arrangement with purchasing unions and con- 
sumers’ stores which would supply the goods to the members by debit 
to the societies’ account. In the absence of such organizations, the society 
itself might supply the goods : but it .should work strictly (*ii indent system 
and should not undertake any trading risks ; and 

(i)) by a constant and careful supervision of the operations of socie- 
ties and their members through an ellicient suporvis<iry stall, the cost 
of whose maintenance should be met by the state. 

Attempts should be made to create public: opinion against extravagant 
ceremoniaT expenditure. For expenditure on a reasonable scale on such 
occasions^ the {rossiWlity of making advance provision in terms of a .speci- 
fic savings programme should be explored by the co-operative societies. 

The business of existing land mortgage banks should be developed 
wherever possible. 

Long-term mortgage finance to the agriculturist should be made avail- 
able at not more than 4 per cent interest and the GGovernment should 
subsidize the land mortgage banks to enable them to do so. The land 
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mortgage banks should attempt to give more finance for land improve- 
mcrit ill consultation with the Agriculfturaji Department. 

(iv) Private financial agencies and their regulation.— In view of the 
vast extent of the country and the large varieties of conditions in it, ;ic- 
teiii])ts should be made to develop as varied a system of institutional credit 
as possible for financing agriculture. All reasonable facilities which do not 
liampcr the groutth of the co-operativp credit system should be afforded 
to the commercial banks to enable them to play an hnportant part in 
liu- rnral credit organization. 

In ordt:r that commercial banks may increase the volume and scope of 
their business in regard to agriculture 

{a) marketing should be regulated by law, 

(b) licensed warehouses should be established and their receipts made 
negotiable. 

Warchotiscs should be constructed by the state (as an integral part of 
its transport develoimient plan) at all nuclear points of trade in agricul- 
tural produce. The warehouse system should be operated by a public 
corporation organized on lines similar to that of a Port Trust or Improve- 
ment Trust. „ ^ 

The exi.sting law regulating money-lending .should be improved to 
make it more effective. The Act in all provinces should provide (a) licens- 
ing of money-lenders, (ft) maintenance of accounts in a prescribed form, 
(c) prohibition against .showing in books of accounts or in any other 
document a sum largc;r than what has been actually lent, (d) furnishing 
of periodical statements of accounts to the debtors, (e) furnishing of state- 
ments to the debtor in the prescribed form giving full particulars about 
each loan, as and when advanced, (/) issue of receipts to the debtors for 
every payment received, etc. " 

The definition of ‘money-lender’ should be made more comprehensive 
so as to include all loans bearing interest. Only loans advanced by insti- 
tutions such as a Government, co-operative societies, and fry all scheduled 
l)anks and such non-scheduled banks as fulfil certain prescribed conditions, 
should be exempted. > 

A state inspecting and supervising agency similar to the one function- 
ing under the .Small Loan Legislation in the U. S. A. should be set up in 
each province. It should carry out periodical and surprise inspection of 
tbc? books of money-lenders. Every money-lender should be required to 
.submit to tlie agency annual returns regarding his business. The agency 
should pulrlish periodical reviews of the effects and working of Debt Acts. 

Regulation of money-lending should be accompanied'^by a regulation of 
agricultural marketing not only inside the markets but also outside them. 
All market agencies should be required to maintain proper accounts 
and give to the seller vouchers and statements in the prescribed form. 

All u.sufriu:tuary mortgages which do not provide for automatic redemp- 
tion within 20 years should be prohibited by law, 

In simple mortgages, transfer of land (by way of sale) should be made 
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void and the mortgagee should only be entitled to possession for use lor 
a period not exceeding 20 years- to recover the amount remaining to bt; 
paid; and the mortgagor should have the option to convert at any time 
the simple mortgage into a self-liquidating usufructuary one. 

■Specific cla,sscs of institutions, such as co-operative land mortgage bank.s 
and the Agricultural Credit Corporations, should be exempted from the 
regulations on mortgage lending. , 

(v) Relief an4 rehabilitation and deuclop??rent.— Famine finance, which 
consists chiefly of grants and special purposes loans at concession rates, 
cannot be administered by tire system of normal finance. The .state agency 
administering famine relief will also have to distribute this famine finance 
as a supplement to the ordinary activities of the normal system. 

fn tracts where distressed conditions almost form part of the cycle of 
production the economy of the region as a whole would have to be re- 
constructed by a long-term programme in addition to the work of relief 
at the actual time of distress. 

During die working of this programme of rehabilitation, most normal 
operations, including that of finance, would be adjusted to meet the 
needs of the programme pnd their control would best be centralized in 
the main authority working it. 

In areas of solvent economy where particular communities suffer from 
a depressed condition, only a complete plan of rehabilitation worked 
by a state agency and whose implementation is supervised by that agency 
will solve the permanent problem of such communities. 

In order to co-ordinate the work of the agencies implementing the re- 
habilitation programme and the development programme, the setting up 
in each province of two administrative sections, parallel to the Farm 
Credit Administration and the Farm Security Administration in the U.S.A., 
is suggested. 

One section should be concerned with normal credit activity and look 
after the working of the Agricultural Credit Corporation and the co- 
operative movement ; it should be responsible for supervising the work- 
ing of debt adjustment machinery ; and it should be entrusted with the 
inspection of money-lenders. It could usefully undertake the supervision 
of rafu-ket regulations, and, administration of the corporation looking after 
warehouses. 


The other section would chiefly be concerned with relief and rehabilita- 
tion and jarovide the finance needed for such purposes as administra- 
tion of state loans and grants. 






CHAPTER X 

THE CO-OPERATIVE MOVEMENT IN INDIA 


§ I. Meaning of co-operation.— The following quotations serve to bring 
out the salient characteristics of co-operation : ■ ‘ 

‘ The theory of co-operation is very briefly that an isolated and power- 
less individual can, by association with others and by moral development 
and mutual support, obtain, in his own degree, the material advantages 
available to wealthy or powerful persons, and thereby develop himself 
to the fullest extent of his natural abilities. By the union of forces material 
advancement is secured, and bj?„ uni ted action self-reliance is fostered 
and it is from the intcmction of these influences that it is hoped to attain 
the effective realization of the higher and more prospjerous standard of 
life which has been characterized as “ better business, better farming and 
better living "P 

‘ Every group of individuals, associated to .secure a common end Iry 
joint effort, may be said to co-operate ; for instance, a football team, a^‘ 
gang of robbers, or the shareholders of a speculative company. A century 
of history has given to Co-operation with a capital C a more precise mean- 
ing. It indicates die association of individuals to secure a common economic 
end by honest means : it is also essential in many forms of Co-operation 
that tlie individuals possess a personal knowledge of one another.’® 

‘ Co-operation in its technical sense means the abandonment of com- 
petition in distribution and production and die elimination of middlemen 
of all kinds.'® ‘Co-operation begins in mutual help with a view to end in 
a common competence,''* 

‘It is a special form of economic organization in which the people 
work together for definite business purposes under certain definite business 
rules, d’ho root of the co-operative idea is a relation between business 
and ethics which is greater than the necessai7 commercial honesty of our 
present industrial system.’'’ " 

It will thus be seen that in a co-operative society (i) the association of 
individuals for the achievement of the common economic good is purely 
voluntary, (it) the moral aspect is as much emphasized as the material, 
and (iii) special importance is attached to die educative influence of co- 
operative effort. , 

The .scope of co-operation, in theory at any rate, is as wide as that of 
economics itself. In practice, however, it has hitherto hac? a limited applica- 
tion in industry to production of wealth, though small industricjs like 


1 Maclagan Committee Report, _ par. % 

se. F. Stridcland, Go-operation in (third edition, 1938), p. IS. 

r> .Sdij^man, Principles of Economics, p. 1.S1. 

■1 l-t. Myric, Federal Farm Loan System, p. 18. ' 

5 .1,. S. Gordon and C, O’Brien, Co-operation in henmark. 
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hand-Ioofn weaving not requiring much capital, initiative and expert 
busitiess ability may be helped by co-operative organization. As applied 
to modern large-scale industry which requires costly knd complex machi- 
nery, expert business management and discipline, co-operation has not 
been found practically effective. In the field of purchase or consumption 
of wealth and of credit, however, it has attained a large measure of 
success. " , ' 

§2. Co-operatioK in Germany.— As credit societies, agricultural and non- 
agricultural, have been based in India upon the Raiffeisen and Schulze- 
Delitsch types respectively as evolved in Germany about the middle of 
the last century, we may here describe the main features of each of them. 

(i) In the case of a properly constituted Raiffeisen society the follow- 
ing requisites are generally insisted v.}:K?n : (a) Limitation of area of 
operation ; (b) no shares, or very low shares (so »as to prevent dividend- 
hunting and to enable even the poorest persons to become members) ; 
(c) unlimited liability (in order to ensure better credit and mutual super- 
vision) (d) loans as far as possible for productive purposes only, and 
only to members ; (e) credit for relatively long periods with facilities 

*for repayment by instalments : (/) a permanent and inalienable reserve 
fund ; (g) absence of profit-seeking and dividend-hunting and the credit- 
ing of profits to the reserve fund ; (h) absolute gratuitousness of adminis- 
tration and democratic management ; and (i) promotion of the moral 
as well as the material advancement of members. 

(ii) The following are the features which difl'erentiate the Schulze- 
Delitsch type from the Raiffeisen type : 

(a) Wider area of operation : (b) relatively greater importance of 
share capital: (c) limited liability; (d) short-term credit : (e) a smaller 
reserve fund, only a part of tlie profits being assigned to it ; (/) a freer 
distribution of profits or dividends ; (g) paid administration to secure 
efficiency; and (k) special emphasis laid on the business aspect of the 
society rather than on the moral results. 

Both the types are necessary, being suited to meet the differing needs 
of the t\\fo classes of people for whom they are meant. We shall discuss 
this matter further when we take a survey of the credit societies established 
in India. 

The co-operative movement has spread far and wide over the world, 
in the East as xvell as in the West, and has, in recent limes, assumed an 
in teniatio.nal character in aims and tendencies. As a cure for the evils of 
capitalism the advantage claimed by co-operation over socialism and other 
suggested remedies is that, while preserving intact the stimulus of self- 
interest. it organizes it on a higher plane and on the basis of collective 
effort. It thus claims to be the happy golden mean between capitalism 
and .socialism. ^ , ^ 

§3. Co-operation and its uses in India,— For us in India, co-operation has 


1 See, liowciver, §10 ■ (Hi) below, 
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a special message. The bulk of our population consists of smal I farmers 
and artisans ; and even in our growing towns, the principle of co-opera- 
tion has beneficenrt applications : for example, in providing suitable 
housing or ensuring the’ supply of domestic requirements of good cpiality 
at fair prices for the benefit of the middle classes and the wage-earners. 
Moreover, though some of the Western types of co-operation may be new, 
the principle and spirit of it is by no .means ajien to the genius of the 
country, for it underlies many of its characteristic institutions, such as 
the caste system and the joint family and is also evidenced by organiza- 
tions like the nidhis in Madras. ' 

§4. Co-operative Credit Societies Act, 1904.— The idea of using co-operation 
in India as a means of combating rural indebtedness and supplying rural 
credit was first suggested by Frederick Nicholson, a Madras Civilian. He 
was entrusted by the -Government of Madras with an inquiry into the 
feasibility of starting a system of land banks, and injiis famous report 
published in 1897 he pleaded powerfully for the introduction of co- 
operative credit societies as the only satisfactory solution, in a country 
like India for ‘bringing to the peasant that continued ever-fluctuating 
credit which he needed’. No action, however, was taken on this reporti' 
There were scattered, unco-ordinated and individual efforts made in the 
United Provinces by Dupernex and by other District Officers in the Punjab 
and Bengal towards establishing and working co-operative credit societies. 
In 1901 Lord Curzon appointed a strong committee under the chairman- 
ship of Sir Edward Law and the recommendations of this committee result- 
ed in the passing of the Co-operative Credit Societies Act, 1904. The 
Act provided for the formation of credit societies only and postponed 
all forms of non-credit co-operation. This policy was deliberately adopted, 
because it was held that, among a relatively backward population, the 
difficulties involved in the management of productive and distributive 
business were likely to prove a stumbling-block in the way of progress. 
Credit societies with their simple organization and method of manage- 
ment afforded an easy field in , which the pi-inciples of co-operatioh could 
be learnt and practised and attention was therefore mainly dSvoted to 
them.t Further, special emphasis was laid on rural rather than on urban 
credit in view of the more urgent character and greater importance of the 
former. 

We may now notice the important provisions of the Act. Any associa- 
tion of ten persons who had attained their majority could apply for 
registration and form themselves into a co-operative society. The appli- 
cants and future members were to be from the same village ^or to be mem- 
bers of the same tribe or caste or to be from the same town. Credit socie- 
- ties were distinguished as rural and urban according as at least four-fifths 
of their members were agriculturists or not respectively. In the case of 
rural societies, unlimited liability was the rule ; in the urban societies 


See Maclagan Committee Report, par. 8. 
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the matter was lel't to the option of the society. A rural society was to 
carry all its profits to an inalienable reserve fund, unless otherwise clnet- 
ted by the local Government in special cases. In the cas'e of urban societies, 
only one- fourth of the profits was to be carried to the reserve fund. Cer- 
tain limits were placed on. the size of the share capital where this was 
raised ; no member was to hold more than one-fifth of the shares ; the 
total value of afi individual jnember's shares could not exceed Rs. 1,000; 
nor could he Iv.ivc more than one vote. The societies were to raise the 
required working capital by entrance fees, shares, deposits from the mem- 
bers and loans from outside, and were to distribute the funds so raised 
only among members. A loan from one society to another was to be 
subject to the permission of the Registrar. Registrars were to be appointed 
m all provinces to exercise supervision „over the organization and control 
the movement. The Government reserved certain* powers for themselves 
such as (i) compulsory inspection and audit, (ii) compulsory dissolution 
of a society, if necessary, by the Registrar, subject to an appeal to the 
provincial Government, and (iii) wide rule-making power. 

The movement was assured generally of Government sympathy, assist- 
*ance and guidance. The*two cardinal objects which the Government kept 
in view in regard to the above provisions were simplicity and elasticity : 
simplicity so as to avoid elaborate schemes beyond the comprehen.sion of 
the ryots, and elasticity to leave full scope for the development of the 
mqvement on lines suitable to each province, subject only to certain 
broad general principles incorporated in the Act.^ To encourage the 
movement the Government offered certain concessions and privileges to 
the societies registered under the Act, such as exemption from income- 
tax, stamp duties and registration fees ; the grant of the benefits of a 
corporate boSy; priority over the ordinary creditors of a member next 
to land revenue ; free Government audit, etc. The Government also 
promised the grant of loans to societies free of interest for the first three 
years, subject to the condition that the loan was not to exceed Rs. 2,000, 
and was to be granted only up to an equal amount raised independently 
by the society concerned. 

§5. Review of progress from 1904 to 1912.— The Provincial Governments 
lost no time in giving elfect to the new scheme of co-operation under the 
guidance of the Registrars who were appointed for the purpo.se. In every 
province, the new doctrines struck root and the progress made was re- 
markable, as will be seen from the table on p. 277. 

The movement soon outgrew the. best expectations of its promoters, at 
least so far as th?: number of societies started was concerned, and in tw'o 
directions especially the need for a change in the Act of 1904 was felt. 
The credit societies established under this Act had paved the way for 
co-operative societies for distribution and purposes other than credit, for 
which as yet there was no legislative protection. At the same time, the 


■ See Sir Denzil Ibbetson’s explmmtory,' memorandum accompanying the Act o£ 1904. 
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need for a fice supply of capital and an improved system of supervision 
had led to the formation of various centraKagencies/ afterwards known 
as unions and central banks, to finance and control the primary credit 
societies, and these also* were not recognized by the Act of 1904.t More- 
over, the classification of societies into urban and rural societies was 
found to be unscientific and inconvenient. Lastly, the prohibition regard- 
ing distribution of profits in rural unlimited, liability societies was a hard- 
ship, especially where, as in the Punjab and Madras, share capital had 
become important. On a re-examination of the whole situation the Gov- 
ernment of India decided to pass entirely fresh legislation calculated to 
remove tliese deficiences of the Act of 1904. 


Year 

Number of societL-b’ 

Number of members ! 
of primarj' societies j 

Amount of ■' 
working capital 
Rs. 

190S-7 

843 

90,844 

23,71,683 

1907-8 

1,857 

149 160 

44,14,086 

1908-9 

1 .963 

180,3.88 

82,32,225 

1909-10 

3,428 j 

224,397 . 

1,24,68,312 

1910-11 ' 

5,321 

305,058 

2,08,0.5,800 , 

1911-12 

8.177 

403.3 iS 

3,35,74,162 


§f). The Co-operative Societies Act, 1912 .— The Act of 1912 recognized non- 
credit forms of co-operation affecting purchase, sale, production, insurance, 
housing, etc. It also recognized three kinds of central societies as di.s- 
tinguished from primary societies, namely, (i) unions, consisting of pri- 
mary societies for mutual control and audit, (ii) central banks, consist- 
ing partly of societies and partly of individuals and (iii) provincial banks, 
consisting of individuals. , 

In view of the importance of share capital in certain provinces like 
Madras, the Punjab and Burma, permission was given to declare dividends 
on shares in unlimited liability societies, subject to the general or special 
permission of the provincial Government concerned. Express permission 
was also given to all sodeties’to set apart a portion of their profits, not 
exceeding 10 per cetit, for educational and charitable purposes, after 
one-fourth of the profits had been carried to the reseive fund. The new 
Act superseded the earlier distinction between rural and urban societies 
by a more scientific one betw’een limited and unlimited liability societies. 
I’he Act laid down that the liability of a society of which the members 
are registered societies shall be limited, while that of a society of which 
the object is the provision of credit to its members and of which the 
majority of members are cultivators shall be unlimited, ^nd that in all 
other c;a.ses it shall be optional. 

§7. Progress of tire movement .subsequent to the Act of 1912.— The immedi- 
ate effect of the new Act was to give a fresh impetus to the co-operative 
movement. As will be seen from the following statement, the number 

1 .See Maclagan Committee Report, par. 5. 
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of societies, their members and the amount of the working capital went 
on incrcifeing steadily ; an<J the expansion of the movement was rajnd 
during the years following the war of 1914-18 until the depression, after 
which the pace slackened owing to the policy of * consolidation and recti- 
fication ’ adopted by various provinces in consequence of the: difficulties 
experienced by co-operative societies.^ 


Number of 
societies 
in thousands 


Number of 
members 
inlahhi 


Working 



Average for 5 years from 1910-11 to 1914-15 
Average for 5 years from 1915 16 to 1919-20 
■Average for 5 years from 19 ’0-1 to 1924-5 
Average for 5 years from 1924-5 to 1929-30 
Avrrago for 5 years from 1930-1 to 1934-5 

1937- 8 

1938- 9 

1939- 40 


5-5 

11-3 


5-48 
15-18 
36:36 
74-89 
94-61 
103-02 
106 56 
107-10 


Tire progress of the movement is uneven in the different provinces and 
jStates and it has reacHtd only a small part of the population. Co-opera- 
tion has developed more rapidly in ryotwari provinces because here the 
agriculturist has mortgage rights in his land and can therefore offer' real 
security. In the landlord group of provinces he edn offer only personal 
security. 

New types of societies for the sale of imoduce, cattle insurance, milk 
supply, yarn, silk and manure purchase, retailing of farm implements 
and common necessaries were started, and most of them soon aj^peared 
to be prospering. The number of central societies was increasing rapidly 
and ihe movement rvas apparently fast winning the confidence of the 
public. In 1914 the Government of India reviewed the wiiole situation 
and issued a comprehensive resolution laying down in general term,s the 
practical lessons that might be drawn from experience. The sums in- 
volved in the movement were becoming^ large, the arrangements for 
financial ^management in stages above that of the primary society were 
getting complicated, and the princijilcs for the conduct of inspection and 
audit were in need of more precise enunciation. Before t.aking the res- 
ponsibility of fostering and .supporting further growth, the Government 
wished to make sure that the movement was proceeding on economically 
and financially sound ]ines.“ It was in these circumstances that the Mac- 
lagan Cofnmittee was appointed in October 1914 to inquire into and 
report on this asjject of the question. The movement entered on its third 
stage (the first l;wo being marked by the Acts of 1904 and 1912 respectively) 
of development after the publication (1915) of the classic Rej^ort of this 


’i- Rcviexv of the Co-operative Movement s India (1939-40), p. 4 (published by the 
Reserve Bank of India). ■ - 

2 See Alaclagan Committee liepoiff, -pax. 6.- 
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committee, which made far-reaching constructive proposals for future 
development. The movement elicited a gopd deal of non-officia’ support 
and showed considerable progress on lines othm- than rural credit. Under 
the Reforms Act of 191 , 9 , co-operation became a provincial transferred 
subject and was placed under tlie care of a Minister, and this may be 
regarded as the fourth stage of the progress of the movement. During the 
earlier years of the working of the reformed constitution several pro- 
vinces made progress on lines most suitable td their local needs, and 
Bombay gave a lead to other provinces by passing a separate Co-operative 
Societies Act for itself in 1925 . The Bombay Act, though mainly based 
upon the framework of the Act of 1912 , marked an improvement over 
it in the following directions : 

(i) A distinct classification of the various societies according to objects, 
finance and methods of. working®; ”( 0 ) the creation of a first charge of the 
society against crops raised by a member with the loan taken from the 
society ; (iii) improvement of the procedure for the liquidation of can- 
celled societies ; (iv) extension of summary powers of recovery through 
the awards of arbitrators ; and (v) provision of penalties against specified 
offences.’' The -lead thus given by Bombay was fqlfowed up by other pro- 
vincesj, such as Madras ( 1932 ), Bihar and Orissa ( 1935 ), Coorg ( 1937 ) 
and llengal ( 1941 ). 

Though since 1921 there has been a large addition to the number of 
societies all over India, later efforts, especially since the depression of the 
thirties which brought about a crisis in co-operation, were directed more 
to the rehabilitation, reconstruction and reorganization of existing socie- 
ties than to further rapid expansion. The establishment of the Agricultural 
Credit Department of the Reserve Bank of India (see §22 below), the 
village uplift campaign in several provinces and tire assumption of office 
by Congress Ministries in eight provinces in 1937, are some of the more 
important developments affecting the recent history of the co-operative 
movement in India. 

§8. Co-operative movement during the war of 1939-45.— The outbreak of 
war in 1939 found the co-operative movement struggling to fiijd a new 
equilibrium and a basis for further advance. The earlier expectations of 
prompt liquidation of overdues and the strengthening of the co-operative 
movement were not fulfilled owing to the erratic course of prices in 
general and agricultural prices in particular. The war also made it some- 
what difficult to ensure a continuous and adequate supply of cheap long- 
term loanable resources. Besides, co-operative banking in common with 
joini-stock banks had to face witlidrawals of deposits* at the beginning 
of the war, and again in May~June 1940 . But confidence was soon restored. 
Another noteworthy effect of the war was the stimulus it imparted to 
the setting up of supply societies or consumers' stores in some provinces 
as a safeguard against profiteering as well as some stimulus to the organiza- 


See D. G. IChandekar, The Bombay Co-operative Societies Act, 1925, p. 3. 
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tion ol; co-opevatm; raarketing to assure the beuefit of higher prices to 
the producer. I'inally the war^gave a fillip to numerous small industries 
such as woollen and cotton hand-loom weaving,^ aryi naturally enough 
the Clo-operativc: Departments, assisted by grants from the Government, 
of India, have shown greater interest in the development of small indus- 
tries aud encouraged them with advice and guidance.® 
tjO. Classificatiot]^ of co-operative societies.— We now proceed to study in 
more detail the main features'' of the co-operative movement. The following 
classification of 'co-operative societies will give some idea of the complex 
co-operative structure that has "been built up in India. 

Co-operative Societies 

* Primary » , Ceutral 

(Unions, Cental Banks and 
Provincial Banks) 



Credit 



Agricultural Nc 


Non-Credit 

|,„ 

Agricultural Noii-A grioultural 


Some idea of the relative importance of the main classes of societies 
may be formed from the following table ;® 



Number 

of societies 

Number 

jf momters 

Type 

1906-7 to 
1909-10 
(average) 

1942-3 

. 

1906-7 to 
1909-10 
(average) 

1942-3 

Central (including provincial and 
central Ininks* and banking unions) . 

1 

590 

1,987 

214,582 

Supervising and guaraatcoing unions 
(including re-insurance societies) 

J 

487 


28,450 

Agricultural (including cattle insurance 
societies) 

Non-agric,i^tural . . 

1,713, 

196 

126, SO.? 
18,819 

107,643 

54,267 

4,613 261 
2,298,743 

ToUil .. 

1,926 

146,160 

161,910 

6,912,004 




Total n 
members 

umber of 
of primary 


The official classification of co-operative societies adoptc:d by the pro- 
vinces on' the suggestion of the International Institute of Agriculture at 


1 See eh. xiii, also vol. II, chi ii. 

2 Review of the Co-operative Movement in India (1939-40), pp, 2-3, Sixth Report 

of the Bombay Provincial Co-operative Land Mortgage Bank (1941) and article on 
■ Elfcci of War on Co-operation in Bombay ’ by V, L, Mehta in The Indian Co-operative 
Review, Jamiary-March 1940. ’ 

a Statistical Statements Relating to the Co-operative Movement in India for the years 
mi-42 and 1942-43, pp. 21-2. 
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Rome is : (i) credit, (ii) jiux'chase, or purdiase and sale, (iii) production, 
(iv) production and sale, (v) insurance,* and (vi) others. ' 

The following statistics give some idea of the progress made by various 
types of (i) agricultural and (ii) non-agricultural societies up to the 
years 1942-3. 


Credit 

Purchase 
and ptir- 
chase and 
sale 

■-g Prodne- 

B tion and 

1 sale 

£ 1 

1 

Total 

fuunber 

of 

societies 

Nnlnber 

of 

inerilbers 

Working 

capital 

Es. 



AgricuUural societies 



110,635 

626 

1,864 7,968 

4,941 

126,034 

j 4,493,479 

j 29,08,46,091 



Noit'tigricultnral societies 



7,093 

1 2,225 

13 j 1,649 

7,715 

18,802 

j 2,245,783 

1 33,94,79,625 


This brings out the overwhelming predominance of the credit societies, 
especially the agricultural credit societies, and the comparatively poor 
development' of other types, though the situation’ in this respect is gradu- 
ally improving. This classification is somewhat defective in so far as the 
rethrns based on it do not give an adequate idea of the true development 
of co-operation in India in certain important directions. For instance, 
many a credit society in India has tacked on purchase or sale or produc- 
tion or a combination of two or three of these functions to its original 
business of giving credit. 

§10. Primary agricultural credit societies.— Let us now consider the different 
types of co-operative societies in India, laying special emphasis on rural 
credit societies, which represent the great bulk of the total number of 
societies. Beginning with a typical primary agricultural credit society we 
may consider it under various headings as follows : 

(i) Size.— Any 10 persons can apply for the registration of a pro- 
posed rural credit society. The maximum strength ol' the society should 
preferably not exceed 100, because as the number increases the efficiency 
of management and supervision, as also the quality of training received 
by the members, suffers. 

(ii) The area of operation.— The Raiffeisen rule is that there should 
be as far as possible one society for one village, which is usually the case. 
This is necessary to ensure mutual knowledge and the exercise of mutual 
control on the part of members. It is noteworthy, howevei-, that the 
Madras Committee on Co-operation favours the grsuping together of 
small societies and their reorganization so as to extend their area of 
operations to more than one village, say, over a radius of three to five 
miles. This plan would make the societies economic units and also en- 
able the co-operative movement to cover the vast rural areas within a 
reasonable time.^ The multi-purpose societies in Bombay are being 

1 Report of the Committee on Co-operation in Madras, p. ISi, 
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organized for a group of villages (see §13 below). The extension of the 
area of operation is closely connected with the suggestion in favour of 
limited liability which is examined in (iii) below. - 

(iii) This is unlimited unless exemption from this rule is 
permitted by the Government. As the Maclagan Committee explained, un- 
limited liability means contributoiy unlimited liability, that is, in the 
case of default ' T^hcrc the^re i% a deficit in the engagements of a society 
to its creditors, this deficit should, after the full payment of shares (if 
any), be recoverable by a series of per capita levies upon the members 
up to the full extent of their property, direct proceedings by a creditor 
against individual members being forbidden Unlimited liability, it is 
maintained by its advocates, carries with it a twofold advantage. It exer- 
cises an educative influence on the mem{)ers by stimulating mutual con- 
trol and supervision, and improves the credit of the society by inspiring 
confidence among its outside creditors. Opinion, however, is now chang- 
ing in favour of limited liability. For instance, the Madras Committee 
on Co-operation (1939-dO) expressed the view that unlimited liability has 
outlived its utility and recommended by majority the adoption of limited 
liability as the basis of reorganized societies. The Committee' pointed out 
that unlimited liability during recent liquidations had worked harshly for 
members who were non-borrowers and non-defaulters, and had brought the 
movement into disrepute; that it kept away the solvent or better class 
of agriculturists ; and that its assumptions of mutual watchfulness and 
control were not realities of village life today .2 There is, however, still a 
considerable body of opinion which favours the retention of unlimited 
liability on the ground that it is an essential and basic co-operative prin- 
ciple, and that an abrupt change would shake the confidence of the creditor 
and affect the llow of funds into the movement. On the other hand, as 
Dr B. V. N. Naidu observed, ‘ the urban co-operative societies, which have 
been worked on the basis of limited liability societies, have not ceased 
to be co-operative and there is no reason w'hy the principle should not 
be adopted for the larger (multi-purpose) j;aral societies proposed to be 
brought irfto existence’.^ 

(iv) The Management.— This is democratic and honorary. It is en- 
trusted to two bodies, namely, a general committee consisting of all the 
members and a managing committee which is a smaller body of from 
five to nine members chosen from among the members of the former body 
at its annual general meeting. The general committee elects members of 
the managing committee, appoints a paid secretary (who must not be a 
member), adopts the annual balance-sheet submitted by the managing 
committee, considers the orders and reports of the registrar and auditors, 
expels members if necessary, fixes the maximum credit of the society as 

. iMaclagan Committee Report, par, 47. 

2 Report of the Committee on Co-operation in Madras, par, 16.'). 

8 See Pre-siclenlial Address by B. V. N. Naiclu at the twenty-fourth Madra.s Provincial 
Co-operative Conference (1941) ; alsw §13 below, 
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a whole and of the individual member separately, and amends the by- 
laws of the society. The managing comrailtec'^is responsible for the routine 
and the executive ’business of the society. It admits new members, disposes 
of loan applications m’ade by members, recovers arrears clue from mem- 
bers and exercises supervision over them, raises funds for the society and 
inspects the accounts maintained by the secretary. 

(v) Working capital.— The sources* of ihis jnay be ’divided into two, 
internal and external. The internal sources consist of entrance fees paid 
by members, deposits by members, share capital if any, and surplus assets 
in the reserve fund of the society. Entrance fees are necessary to cover 
preliminary expenses and serve the useful purpose of bringing home to 
members that the privilege of membership implies sacrifice. Share capital 
plays only a small part, except jn. some provinces like the Punjab, Madras, 
and the United Provinces. Recently, the instalment share system has been 
introduced in the Bombay province, especially in the canal areas, and 
it is welcome as a ‘ second line of defence ’ and as ‘ buttressing the unlimit- 
ed liability of members’. It is generally defended on the ground that it 
helps a co-operative body in the speedy acquisition of a substantial per- 
manent capital of its own. But on the whole, Shis object is best fulfilled 
by |orming a substantial reserve fund fed by as wide a margin between 
the borrowing and lending rates as is consistent with the attainment of 
financial self-suificiency on the one hand, and the provision of cheap credit 
on the other. A fairly wide margin is possible because lending rates are 
generally very high in India. Too low a rate of interest is also to be 
deprecated because it may tempt the borrowing members to re-lend. In 
the provinces mentioned above, members of rural credit societies have 
shown a preference for share capital, so as to enable them to have their 
own capital. There should be no objection to this, provided the shares 
do not keep out poor persons and do not lead to dividend-hunting as in 
an ordinary joint-stock company ; and as a matter of fact, the resort to 
share capital is often being found necessary to lessen the dependence on 
outside agencies. Deposits rai.scd locally constitute a highly desirable 
method of raising the capital required by a rural credit society because 
they ‘ imply thrift in the village, form a good lying or reserve money, and 
they tend to interest in the management of the society a useful body of 
men who stand as sentries over their own deposits Local deposits, how- 
ever, form only a .small part of the total working capital of rural societies 
in India, in striking contrast with the Raiffeisen Societies in, Germany, 
which raise the bulk of the funds required by them locally. Attempts 
arc being made everywhere to encourage such deposit?, but the resjjonse 
has been small, except in the province of Bombay where deposits by 
members form about one-cigluh of the total working capital. The habit 
of deposit banking is still in its infancy, especially in rural areas, and 
money-lending and commerce fetch higher rates of intere.st than can be 


Madsgan Committee Report, par, 48. 
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seairod on deposits. In the richer parts of the country the tendency to- 
wards the purchase of land '•or ^old and silver still persists largely, llic 
existing village credit societies, instead of consisting o1 more or less all 
sections of the population of the village, are very largely made li[i of the 
needy section, the well-to-do • keeping aloof and playing or trying to play 
the saluikar. Further, the average income of the masses is smtdl and leaves 
hardly any margih for saving. £ut sunless there is a .substtintial increatic in 
tlie deposits, co-operation will have failed in one of its objects. The system 
of compulsory deposits is, however, unsound, and thrift can be better 
stimulated by the introduction of shares payable by small instalments. 

We must now turn to the external sources of capital. These are mainly 
loans and deposits from other societies, from the Government, and most 
important of all, from secondary or central financing agencies like the 
central and provincial co-operative banks which have been found indis- 
pensable in every jprovince. The Government have very wisely avoided 
the policy of doles and have restricted their loans to quite an insigni- 
ficant amouat. Regarding loans from central financing agencies we shall 
have more to say later qn when we deal with the problem of co-operative 
finance. We need only remark here that the rural credit societies are to- 
day largely dependent upon such outside loans, shares and. depgsits 
contributing only a portion of their total working capital. 

The following statement shows the composition of the working capital, 
in lakhs of rupees, for all India (including the States) in 1944-.5 : 


Share capital (paid up) . . . . . . 

Rs. 

. . 20,21 

Loans and Deposits held at the end of the year from 
Members . . . . . . . . 

.. 18,56 

Societies 

.. 10,82 

Provincial and Central Banks 

. . 23,33 

Government 

. . 1,43 

Non-members and other sources 

. . 41,91 

Borrowing of Land Mortgage Banks and. Societies 

. . 7,00 

Reserve'' and other Funds .. .. . . 

. . 23,34 

Total 

.. 146,1)0 


(vi) The object of loans.—Loans are given to members only for three 
objects : productive purposes, non-productive purposes, and redemption 
of past debts. Productive loans fall into three clas.ses : short-term loans for 
current agricultural operations, payment of Government taxes, and long- 
term loans for permanent improvements on land. Loans for unproductive 
purposes, such as ceremonial expenses, are theoretically not permissible, 
but they are necessary to prevent the ryots from falling into the clutches 
of the money-lenders.! It is desirable, however, to inculcate economy as 

1 In Bombay and Madrais, a system ot normal credit statement iias l)ecn devised, 
which provides for almost every need of the cultivator, includinp; unproductive es-pendi- 
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regavcLs such expenditure by restricting these loans to small sums and to 
absolutely essential purposes. Turning to the redemption of 'past debts, 
the ideal policy should be to enable members to be free from all obliga- 
tions other than those Ho their society. There are, however, two limiting 
considerations which make a wholesale redemption of the debts impractic- 
able and undesirable : impracticable because of the impossibility of raising 
funds large enough for this purpose ^in addibion to those required for 
loans to members for other purposes ; undesirable because the psychology 
of a person chronically and heavily in debt, like the average ailtivator 
in India, must be considered. A complete release from the burden of indebt- 
edness effected at one stroke, even assuming such a feat to be possible, would 
have a distinctly demoralizing influence on tlie ryot unless positive steps 
could be taken to prevent recklessness and extravagance. Moreover, the 
mixing-iip of long-term and short-tenn loans is undesirable from the 
banking point of view. According to expert co-operative opinion the 
ordinary village credit society should not venture on long-term loans, 
which fall within the province of land mortgage banks (see §28 below). 
The ambitious attempt made by some village societies in the past to re- 
deem members’ old debts has resulted in disaster. 

(vii) Repayment of debts.-As regards the time of repayment, the 
general rule is that agricultural finance should follow the agricultural 
cycle of crops which should be an average of good, bad and indilferent 
seasons. In other words, repayment should be made out of the proceeds 
of the productive objects for which the loan has been issued ; as for un- 
productive loans, they should be so adjusted to the position of the borrow- 
ing member, that by the exercise of thrift it should be possible for him 
to save enough out of his income to meet the instalments of his loans as 
they fall due. More should not be lent than can be TepaiS by fairly easy 
instalments within a reasonable period. Punctual repayment should be 
the ideal constantly striven for, and laxity in this respect should not be 
tolerated. Postponement should be granted only in urgent cases of real 
distress. Fictitious repayment and frequent and automatic renewals of 
loans should not be allowed as they do great injury to the interests of the 
society. The promptness in repayment of loans by members is rightly 
regarded as one of the most important tests of the success of a co-operative 
credit society. Judged by this standard it must be said that in India 
societies have not obtained any veiyt great measure of success. The pro- 
vincial Banking Enquiry Committees, the Reports of the Re^serve Bank 
on Agricultural Credit and the Review of the co-operative movement in 
India made by the Reserve Bank in 1941 have especially emphasized the 

ture on marriage, etc., and fixas the credit limit of each member in advance of the 
season and makes arrangements for the necessary finance in time. 'rhi.s system i.s en- 
dor-sed by the Central Banking Enquiry Cz)minittee (Report, par. 174). Loan.s for un- 
productive purpose.^ like ceremonies are discouraged and show a downward tendency. 
Annual Report on the Working of Co-operative Societies in the Province of Bombay 
(1939-40), par. 16. ^ » 
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feature of overdue loans and their evil effects. There has been an alarm- 
ing growth of overdues in recait years. The position grew very serious 
otving to the calamitous drop in agricultural prices and tin; world depres- 
sion, which reduced the repaying capacity of the agriculturtil Imrrowcr. 
d’hc accumulation of heavy ovcrdues and the freezing of the assets of the 
societies naturally resulted in clogging their business and paralyzed the 
working of the to-operative jjiovoraent over large parts of the country, 
especially in Berar, Bihar, Orissa and Bengal, where the movement nearly 
collapsed (see §26 below). All precautions to ensure punctual repayment 
should be taken, such as the fixing of the normal credit of each member, 
careful selection of borrowers from among the applicants for loans, a 
proper scrutiny of the purpose of the loan and the repaying capacity of 
tl’c borrower in dispensing co-operative .loans, and effective supervision— 
by other members and sureties— of the activities of the borrowing mem- 
bers, and so forth. It is also necessary that repayments of loans should 
not be restricted to the same period for all debtors but should be fixed 
according to the special needs of individual borrowers.^ 

(viii) Security.~Th^ ideal co-operative security is that offered by 
honesty and character. ‘ Honesty should be capitalized.’ In practice, how- 
ever, the risk of bad debts may be lessened and the credit of the society 
as a whole may be improved by asking the borrowing members to furnish 
sureties, normally from among the members, and accepting as collateral 
security moveable and immoveable property, though material security is, 
strictly speaking, inconsistent with the dictates of co-operation. If material 
security is altogether excluded, there is the danger of its owner pledging 
it with the money-lender. It has therefore to be tolerated to some extent. 
Under the law, mortgage security is permitted and power is given to pro- 
vincial Governments to regulate it for any society or class of societies as 
may be deemed advisable. In all cases, however, the main seatrity ought 
to be personal and a general bias against material security should be main- 
tained. 

(ix) Division of profits.— There are no, profits in the ordinary com- 
mercial sense to be distributed in a rural credit society, especially if there 
is no share capital, all profits being credited; to the reserve fund. Excep- 
tion may be made, however, in two cases provided for by the Act of 1912, 
which allows a certain amount of expenditure from the profits for such 
objects as education and charity, and the distribution of limited dividend.s 
on share capital where there is any. Such expenditure has the additional 
advantage of arousing interest in the movement. In no case, however, 
should a co-operative society be allowed to degenerate into a dividend- 
hunting concerfi, 

(x) Arbitration.— Arhitration for settlement of disputes between a 
society and its members is necessary to avoid the drain on the time, energy 
and the funds of the society, and to discourage litigation by exempting 

ISee Mactagnn Committee Report, par. 63 ; V. L. Mehta. Studies in Co-operative 
Finance, \yp. Si-6 and the Report opt the Central Banking Enquiry Committee, par. 170. 
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the society from the jurisdiction of the ordinary civil courts and pro- 
cedure. Such arrangements exist in Bombay and some other provinces. 

(xi) Sumrnaiy powers.— The grant of summary powers to societies 
for the recovery of afrears is most objectionable, militating, as it does, 
against the basic principle of co-operation. The only weapons of recovery 
should be the joint liability of members and exercise of moral force apart 
from the ordinary method of recovery ’through .the civiP courts. The grant 
of summary powers would lead to an injurious relaxation of close mutual 
vigilance and supervision. 

(xii) Dissolution.—lt is desirable to use the power of dissolving socie- 
ties sparingly. But the power itself is necessary for the purpose of abolish- 
ing such societies as are a blot on the whole co-operative movement and 
offer no prospect of a useful qaseer.i The Act has provided for the exer- 
cise of such power by the Registrar after inquiry into the affairs of the 
society. 

The benefits conferred by co-operative societies, their limitations and 
defects, and the remedies that might be adopted to remove the latter are 
dealt with later in the chapter (§§26-7). , 

§11. Non-agricukural credit societies.— Speaking labout the need for non- 
agricuUural credit societies, the Maclagan Committee observed : ‘ With, 
rising prices, insufficient and insanitai 7 housing accommodation, wages 
often held in arrears, and a desire for higher standard of living consequent 
on the spread of education, industrial difficulties are bound to increase, 
and we are of opinion that any form of organization, such as co-operative 
societies, that has a tendency to alleviate these difficulties is worthy of 
support.’® Moreover, the excessively seasonal demand for money by agri- 
cultural societies makes it difficult for central banks to employ their 
capital profitably. Thougjt, at the outset, more attention was paid to the 
starting of rural credit societies, non-agricultural credit societies of the 
Sehulze-Delitsch type have also made some progress in all the provinces, 
a development which is in consonance with the policy, recommended by 
the Maclagan Committee, of. abandoning the earlier emphasis on agri- 
cultural credit. The following main types of non-credit societies may now 
be discussed : 

(i) People’s banks.— Urban credit societies of the Luzatti type, meant 
specially for the benefit of the middle class, serve a useful purpose in 
making good, at least partially, the deficiency of joint-stock banking facili- 

r The causes put forward for the failure of societies are varioirs and include a want 
of due .supervision, indi.screct loans, contumacy of borrowers, iigpunctnality in repay- 
ments, the restriction of loams to a few individuals, dishonesty on incompetence of 
society officinls, bad selection of members, the extension of a , society over too large 
an area, concealment of old debts, faulty constitution, internal di.sseasions, insufneient 
funds or niember.ship, the preponderating influence of one member, and general lack 
of interest by members in the affairs of the society (Maclagan Committee Report, par. 
86). .See also the Report of the Central Banking Enquiry Committee, par. 178, and 
Review of the Co-operative Movement in India (1939-40), pi>. 1, 7 and 8, 
tt Maclagan Committee Report, par. 15. "* 
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ties in India and supplying a training ground for the study of the theory 
and practice of banking, though they are often not truly co-operative. 
Urban banking is specially well developed in Bombay and Madras where 
almost all the important towns are served by such banks. In Bombay 
their activities are co-ordina-ted . by the Co-operative Banks’ Association 
which has rendered valuable service to the cause of urban banking. The 
Association, whicSr consists of. central and urban banks, was formed in 
the year 1939-40- on the recommendation of the Joint Re-organization 
Report. Speaking of the urban credit societies, the Registrar of Co-opera- 
tive Societies, Bombay, in his Annual Report £ot 1926-7, observed: ‘It 
would be difficult to exaggerate the effect which the urban and people’s 
banks are having on the life of the towns. Local trade is being developed 
or fostered in areas where otherwise population and industries are dwind- 
ling; small artisans and citizens in evei 7 walk of ‘life are acquiring the 
banking habit and in almost every important town the influentiar per- 
sons of all castes and professions are taking up this side of co-operative 
activity as one of the main forms of public work.’ The urban co-operative 
societies of Gujarat hat ?2 organized a supervising union of their own for 
internal audit.^ .■ 

(ii) Thrift and life insurance jodetiw.— An important variant of, tlie 
urban co-operative society is the thrift society whose object is to promote 
thrift by collecting regular savings every month for a period of two to 
four years and investing them to the best advantage. In many societies 
loans are also advanced. The Punjab has over 1,000 .such societies, the 
bulk of the members being schoolmasters. Madras and, to' a limited extent, 
Bombay have also made .some progre.S8 in this direction. 

Recently lifp insurance societies have been started in Bombay, Bengal 
and Madras. The Bombay Co-operative Insurance .Society, started in 1930, 
has made good progress and has recently issued a special scheme, under 
its rural branch, for the benefit of the members of primary -societies. The 
South Indian Co-operative Insurance Society, Madras, has also made com- 
mendable progress. . 

(hi) 'Societies for the employees of large firms and of Government 
departments.— The. objects of such societies (called Salary Earners’ Socie- 
ties) ought to be mainly the encouragement of thrift and saving and not 
the wholesale I’edemption of past debt.s. The .success of these societies, 
which have made remarkable progress in Bombay, Bengal and to some 
extent in -Madras, is due to the interest taken by the administrative head 
of the department or office and the facilities that exist for the recovery 
of the dues th,rough pay sheets. Official tutelage and favouritism are the 
evils to be guarded against in this class of credit society. 

iThe Annual Report (1928-9) for Bombay lefcK (par. 80) appreciatively to the 
service being rendered by these societies in popularizing the use of cheques. See also 
Report of the Bengal Banking Enquiry Committee, par. 283. 

2 For an instructive study of the urban banks in India see T/ic Indian Co-operative 
Review (Jan. 1936). *■ 



THE CO OPERATIVE MOVEMENT IN INDIA 289 

(iv) Communal societies.— Credit societies based on communal lines 
particularly lend themselves to co-operative -effort on account of the strength 
of the communal feeling, which, however, is to be discouraged on wider 
national grounds. Within certain limits, however, these societies are use- 
ful for the educational and economic uplift of backward communities. 

(v) Artisans' societies.— (See also §15 '(*) below.) These correspond in 
their constitution and business to agriciiltural credit societies. Their area 
of operation is small, membership is open only to perspns of the same 
occupation, the share capital is small and funds have to be borrowed 
from central institutions and other sources. Unlimited liability is there- 
fore essential, though under the law it is optional. The most important 
of these societies are those established for weavers. The hand-loom weav- 
ing industry being even today the most important cottage industry, ft 
needs organization on a co-operative basis and state assistance. In Bombay 
considerable progress has been achieved in this direction, and direct 
financial help by the Government to such societies wdlild be thoroughly 
justified. A few credit societies for other small artisans, such as basket- 
fiaakers, shoe-makers, blacksmiths, carpenters, etc., have been organized, 
but the progress made so far has been inconsidtjrable. The hope may be 
expressed, however, that co-operation may be used as a lever for the 
3reviv’'al of the small industries of India. The small artisan is indeed con- 
fronted with the same difficulties as the small farmer in respect of credit 
and other needs, and a simultaneous organization of both the types of 
small-scale industry is urgently called for. 

(vi) Societies for factory workers.— There is an urgent need for credit 
societies among the mill-hands in such factory towns as Bombay and 
Calcutta. Their economic and social conditions are far from satisfactory. 
Low wages, bad housing, high cost of living, exploitatioh by jobbers, 
ignorance, illiteracy, heavy indebtedness and intemperance are some of 
the evils from which they are suffering. These conditions can be largely 
improved by organizing the wage-earners into co-operative societies. Pub- 
lic-.spirited employers of labour have rendered some help to such societies. 
.Apart from providing cheap credit and promoting thrift, these societies 
also serve as centres for various social and educational activities which 
react favourably on the efficiency of the workmen. The illiteracy of the 
worker and his migratory habits are among the major obstacles to the 
rapid progress of co-operation among mill-hands. 

The Non-Credit Go-operative Movement 
§12. Some general questions.— Before taking up a study dl the various types 
of non-credit societies we may briefly discuss some general questions 
relating to the subject. 

(i) The recent development of the non-ctedil movement.— The forms 
of co-operative activity that have proved most popular and successful in 
England arc those connected with purchase, production and distribution. 
But in most Continental countries, these hrayiehes of work were not undcr- 
19 ^ . 
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{aken until credit societies had been firmly established, and clcvelopnient 
in India (has followed the floniinental precedent.’^ The growing demand 
for non-credit co-operation, which manifested itself ^soon after the co- 
operative movement was launched, was a healthy- sign of the api)reciation 
of co-o))eratlve principles by the people, and essential to the balanced 
development of the economic condition of the country as a tvhole. The 
Act of 1912, which recognized ngn-credit: societies, was an elf<ni to meet 
the demand. Tjje progress made by the non-credit movenuait, howevau’, 
has not been uniform in all the provinces. The earlier policy of concen- 
tration on rural credit has not yet weakened appreciably, and there have 
been greater clilTicuIties in the way of non-credit than of credit co-opera- 
tion. At the same time, the importance of non-credit institutions is now 
being realized to some extent, as is attested by the establishment of socie- 
ties for various purposes, such as purchase, sale,,, production, insurance 
and housing, in both the agricultural and the non-agricultural spheres. 
The general orgafiization of agricultui'e on a co-operative basis, bringing 
within its scope all the stages of agriculture, is a movement fraught with 
great possibilities. The benefits from co-operative credit can be fully 
realized only if the mi^^dlenian in other spheres is eliminated by the 
starting of co-operative societies for non-credit purposes as in Denmark. 

(ii) Types of non-credit societies.~We may divide the non-credit 
societies into agricultural and non-agricultural, each of which may be 
further subdivided into several types, such as societies for the purchase 
of raw materials and implements, sale of produce, production, distribu- 
tion or consumption, insurance, construction and acquisition of dwelling 
houses, and miscellaneous. 

(iii) Liability. —Under the Act of 1912 it is optional for non-credit 
societies to a&ept either limited or unlimited liability. The nature of the 
liability varies according to the needs and circumstances of tlie different 
types of societies. For example, agricultural non-credit societies will 
generally prefer limited liability, as their members are likely to have 
already pledged themselves to unlimited h^bildy if they happen to be 
members nof a credit society as well. Dairy societies and those of weavers, 
on the other hand, might find unlimited liability more suitable as their 
need for external capital is usually great.® 

(iv) Dealings with non-member.s.Such dealings, according to strict 
co-operative theory, are undesirable. In the case of artisans’ insurance 
and building societies, dealings are necessarily confined to members. It is 
in purchase and sale societies that the question of dealings with non- 
members arises. If they are allowed, membership is apt to become stag- 
nant, and ordinary commercial profiteering is likely to creep in, and 
there ivill also be complaints of unfair competition with private traders 
as, under the Act, co-operative societies enjoy certain privilege.s and con- 

: t Madagan Committee Report, par. 8. ' ■ 

2 See V. L. Melita and V. Subbafya, Co-operation in India, p. 116. 
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cessions denied lo the ordinary private trader. In certain cases, however, 
such dealings may be permitted, especially for propagandist . purposes, 
to enable a society j,not only to manage its affairs with profit and economy 
but also to demonstrate, its utility to non-members so that they also may 
join, 

§13. Single- versus Multiple-purpose society. Much controversy has centred 
round the question of single- o. multiple-purpose socifjties. A separate 
society for each purpose as in Denmark was mltil recently advocated in 
this country, and in a way such a plan appears to be both ideal and 
businesslike. The chief practical objection to it arises on account of the 
paucity of the right type of men for the management of several societies 
in a village. Moreover, the Indian agriculturist does' not much relish 
multiplicity of ageficies, being accustomed to deal with the sahukar for his 
various needs such as ^he supply of credit, purchase, sale etc. Moreover in 
order to ensure the fullest benefit from the supply of co-operative credit, 
it is necessary to link it up with purchase and sale and to secure proper 
co-ordination between them. Expert opinion in recent years has favoured 
the establishment of mvdti-purpose societies. The main objects of an agri- 
cultural co-operative credit society are to educate ifs members in the value 
and use of money and dispense controlled credit to them. In practice, 
however, it has been found that it is difficult to achieve these objects 
when credit is divorced from supply and sale. 

Although the co-operative movement in India started for very good 
reasons with small, simple credit societies, there is at present a general and 
growing feeling that the agricultural credit movement has not yielded 
results corresponding to the effort made and that the time has arrived 
when it is desirable and possible to broaden the basis of the primary unit. 
In other words, the village society should cater for as many needs of its 
members as possible. This opinion has recently been vigorously chamjiioned 
by the Agricultural Credit Department of the Reserve Bank of India. 
The Bulletin on Village Banks issued by the Reserve Bank in 1937 advo- 
cates the reconstruction of the primary credit society, which is the pivot 
of the whole co-operative movement, on sound co-operative Ijnes so as 
to bring the whole life of the village cultivator within its ambit. The 
jjolicy of establishing multi-purpose societies was endorsed in the Joint 
Report submitted to the Government of Bombay by the Registrar and 
Mr V. L. Mehta as the result of an inquiry directed in the Government 
resolution issued in September 1937. Such societies have been organized 
in Bombay on a limited liability, at a few suitable centres provided wiih 
marketing facilities in each taluka. The area of these SQcieties is restricted 
to a radius of about five miles from their registered offioe. The United 
Provinces have launched a bold experiment of the formation of multi- 
purpose societies on limited liability basis and there are more than 1,000 

1 See Co-opcriilive Village Banks (Bulletin No. 2, pars. 23-1), Statutory Report on 
Agricultural Credit (Reserve Bank ot India), par.^ 18. . 
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such village banks, as they are called, in the province. The Madras Com- 
mittee Gift Co-operation strongly favoured the reorganization of the 
village credit societies on a multi-purpose basis.^ The Registrars' Con- 
ference (19S9), which was somewhat sceptical about the new plan, recom- 
mended nevertheless that the provinces should experiment with multi- 
purpose societies and note thieir results. The idea of a multi-purpose society 
is thus receiving increasing acceptance. Such societies would supply the 
normal cultivation needs of their members, such as seed and manure, 
as well as credit to a limited extent for agricultural needs such as the 
purchase of bullocks. They would also serve as agencies for the sale of 
their marketable produce and produce of members of other co-operative 
societies. As multi-purpose societies develop they should act also as con- 
sumers’ societies in rural areas. ^ ^ 

The main advantages claimed for the multi-purppse society are : greater 
loyalty and more sustained interest of members, controlled credit, more 
economical and efficient management assisted by paid employees, economy 
both of men and resources, and an opportunity to the villages to under- 
take work of social and economic improvement by co-operation. The 
multi-purpose societies could be further strengthened if they could affili- 
ate themselves to a Banking Union operating, say over a taluka, on the 
lines advocated by the Agricultural Credit Department of the Reserve 
Bank- of India (see §18 below). Such a Union could interest itself in the 
various activities of the primary multi-purpose societies. On the other 
hand, there are certain defects in multi-purpose societies. Multiplicity of 
functions with financial responsibility creates the danger that failure in 
one line might affect other lines too. Again, unlimited liability, which 
is essential for securing deposits and credit on moderate terms, and en- 
suring effective mutual supervision by members, cannot be easily fitted 
in with the non-credit functions of the society.^ As pointed out above, 
multi-purpose societies are being organized in some provinces, such as 
Bombay, Mjidras, and the United Provinces, on a limited liability basis. 
It is also doubtful whether suitable men would be available to run com- 
prehensive multi-purpose societiesi when there is at present a dearth of 
men to manage simple credit societies. Finally the multi-purpose society 
operating over a group of villages would not ensure the dose mutual know- 
ledge so essential for the success of the co-operative idea.® These difficulties 
are real, and cannot be brushed aside lightly. Nevertheless, in the existing 
circumstances of the rural leconomy of India, the multi-purpose society 
appears td deserve a fair trial. The experience of several countries other 
than Denmark also lends : support to the idea of the multiple-purpose 
society. In Bavaria, Saxony, Belgium, Austria, etc., the credit society or 
local bank does many other things besides supplying credit. The most 

1 Report, par. 160. 

a Agricultural Commission Report, par. S75, 

s See The Indian Co-operative January-March, 1938, article 'Multi-purpose 

.Society’, by K, C. Ramakrishnan. „ 
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striking feature of Japanese rural co-operation is the vei 7 common com- 
bination of various branches, purchase, sale” and so on, and almost in 
every instance credit, in one and the same society. Multi-purpose societies, 
however, are not intended to replace all agricultural credit societies, but 
rather to supplement them. . • 

§14. Non-credit agricultural movement.— We may now proceed to discuss 
the progress made by the non-credit’ movement in litdia in its two 
branches, agricultural and non-agricultural. The need fbr the non-credit 
agricultural movement is very great, for-, as the example of Denmark 
shotvs, agriculture can thrive in a country of peasant proprietors only if 
its operations are organized on a co-operative basis and the middleman 
is dispensed with, so that all profits may go to the cultivators. Co-opera- 
tive societies for obtaining implements, machinery, manures and seed of 
good quality at mod&ate prices are needed, and a few of them have 
already been started, as also a certain number of co-operative sale socie- 
ties.’- This is, however, an enormous task, and the progress made so far 
has been slow. Co-operative supply has not mad§ much advance as busi- 
ness is on a small scale and there is an absence ®f efficient management 
and adequate staff for supervision. * 

The principle of co-operative insurance has so far been applied only 
to insurance of cattle ; farm-buildings, crops and haystacks being left 
untouched. But the Committee on Co-operation in Burma (1929) found 
that these societies were generally in a deplorable condition in that 
country. The chief obstacles to success are the social disintegration of the 
village, prevalence of virulent cattle epidemics like rinderpest, and diffi- 
culty of management and finance. The development and extension of 
co-operative insurance in our agricultural system must, howeyer, be steadily 
aimed at. Reference may also be made to cattle-breeding societies for 
improving the quality of cattle and for adequate provision of fodder by 
way of insurance against famine. These societies have not, in general, 
made much headway though they have achieved some progress in the 
Punjab. We have already pointed out the obstacles in the way of scienti- 
fic cattle-breeding (see ch. viii, §§13-14). A few fencing and cihp protec- 
tion societies have already been started, e.specially in the southern division 
of the Bombay province, to protect the crops from the inroads of wild 
pigs and other pests. A small number of co-operative irrigation societies 
have been established and they offer a' promising .solution of the water 
problem in dry tracts where canal irrigation is expensive or impossible. 
They have achieved notable success in some districts in Bengal and 
Madras. There are nine land improvement societies at work in the 
Bombay province. 

Another remarkable instance of co-operative activity, to which allusion 
has already been made (ch. vii, §8), is the work being done for the 

1 We have already dealt with the co-operative .sale societies organized for the market- 
ing of agricultural produce. See ch. viii, §22. * 
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consoliclalion of holdings in certain Punjab villages. The field of co- 
operative I'arming has hardly been touched. It is obvious that the success- 
ful introduction of improved husbandry demands joint cultivation on a 
co-operative basis, as in Italy, so long as agricultural holdings continue 
'to be tiny and scattered. ' . 

The consumers’ movement, which has achieved such striking progre.ss 
in England, has made veuy little Headway in India, especially in the rural 
areas. The domestic needs of the rural community are few, and are met 
mostly either out of local produce or at village bazaars, and the standard 
of living is so low that distributive co-operation has hardly any scope, 
even if we ignore other difficulties regarding management, etc. I-Iope lies 
cyily in the general advance of the rural masses and an improvement in 
their standard of living. There is great scope for dairy societies to supply 
pure milk at moderate prices, especially to the tdwns. There are a few 
such societies scatt;f;red about the country but many more are wanted. 

The co-operative movement in Indian agriculture is still in its infancy 
and there is any amounj; of highly useful work ready for non-credit agri- 
cultural co-operation, •which, in Denmark and .some other European 
countries, has equipped the peasant so thoroughly as to enable him to 
compete on ecjual terms with the capitalist farmer.^ As Dr Glouston s.ays : 
'The. good work done by the cotton sale societies in Bombay, the irriga- 
tion and milk societies in Bengal, the co-operative seed societies and dairy 
societies in the Central Provinces, and the societies for the consolidation 
of holdings, clearance of silt in canals and s.ile of farm produce in the 
Bunjab, encourages one to hope that, given the necessary organizing staff, 
co-operation will play in course of time as great a part in assuring the 
cultivator of (Jie full return of his labour as it has in providing him with 
cheap capital.’* In order that the Government may help this consum- 
mation more effectively, one of the reforms needed is a do.ser co-ordina- 
tion of activities between the Co-operative Department on the one hand, 
and the Agricultural and Veterinary Departments on the other. Indeed, 
co-operative societies promise to be the best agency for the propagantlist 
activities 'of the Agricultural and Veterinary Departments. It is only 
through a wide development of non-credit cooperation that the teaching 
of the expert can be brought to the masses, who could never be reached 
individually by any official organization.® A movement in this direttion 
has been made in Bombay through the District Village Uplift Com- 
mittees, Taluka Development Associations and the Provincial Rural 
Development Board (see also ch. xi). These associations have been doing 
propaganda fojr introducing improved methods of agriculture and for 
improving the breed of cattle and poultry. Several of them are taking 
part in the rural uplift movement. A few Better Farming Societies have 
recently been established and it has been suggested that intensive work 

J See H, D. Irvine, The Making of Rural Europe, p. 195. 

i Review of Agricultural Operations in India (1926-7). 

^Agricultural Commission /ie/jort" par; S86. 
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in regard to agricultural and other improvements would be more cfTect- 
ively performed by a Better Farming Society ^working in a resuicted area 
than by a Ta]uka‘'Development Association whose activities extend to a 
whole taluka. Better Fatming Societies are also found in the Punjab and 
Madras. In this connexion mention may be made of what are known as 
the Better Living Societies. Good work has been done under their aus- 
pices as part of the rural reconstruction programme innhe United Pro- 
vinces and the Punjab. These societiej'were first developfid in the Punjab 
and attention was principally concentrated on the moderation of expendi- 
ture on marriage and other ceremonies. With the assistance of these socie- 
ties roads have been improvedj public wells have been dug, tanks have 
been cleared, dispensaries have been established, schools opened, propa- 
ganda for curtailment of ceremonial expenditure has been conducted, 
village sanitation improved, better seed distributed, better methods of 
cultivation introduced, and the breed of cattle has been improved. Better 
Living Societies have made some headway in Bengal ’also. 

§15. Non-credit non-agricultural societies.— Though this movement has not 
yet gained suflicient strength,, some progress has aj^ready been made in the 
dill'erent provinces. As the Maclagan Committee found, ‘ successful at- 
tempts have been made to arrange for the purchase of yarn and silk for 
weavers, cane for basket-makers, timber for carpenters, and implements 
{sometimes of improved pattern) for several industries, the production 
and sale of cotton and silk cloth, durries, and furniture, Building socie- 
ties have been organized. The purchase and sale of most sorts of common 
necessaries is being carried on at various co-operative stores.’^ We may now 
'discuss the various types of non-credit non-agricultural organizations. 

(i) Artisans’ societies for ptirchase and sale.~As in the case of the 
farmer so in that of the artisan, not only credit but also oilier needs, such 
as purchase of raw materials and marketing of finished products, must 
be organized on a co-operative basis for the improvement of the economic 
condition of our cottage industries. The hand-loom industry offers an 
excellent field for co-operative organization directed towards the attain,- 
ment of such objects as wholesale purchase of raw material, the employ- 
ment of improved looms and implements and the direct sale of cloth to 
the consumers, The co-operative industrial exhibitions held at various 
centres give a good idea regarding the range and variety of such co-opera- 
tive products. In Bombay, the importance of co-operative weaving has been 
recognized by the Government, who are running a few weaving schools 
under the supervision of the Co-operative Department. A more notable 
measure adopted in 1935 in furtherance of the hand-toom industry is the 
■establishment of District Industrial Co-operative Associations at import- 
ant centres in the province to supply raw materials at reasonable rates 
and to accept on consignment account against partial payment hand-loom 
products from weavers and to purchase outright hand-loom products and 

1 Maclagan Committee JHeport, par, 10. 
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to sell them. The new scheme o£ marketing is controlled by a Joint Board 
of the Director of Industries &nd the Registrar/ Co-operative Societies. 
Promising schemes for marketing hand-loom products based on co- 
operative effort have been adopted by other provfnces.^ Some progress has 
been made in the case of other artisans such as shoe-makers, goldsmiths, 
cane-workers, furniture-makers, coppersmiths, etc. As stated already, the 
19.?9-45 war gate a filler to, cottage industries and some attempts are 
being made in different province!^ to develop such industries on a co- 
operative basis. 

(ii) Unskilled labourers! societies.—hx various districts in Madras co- 
operative societies of unskilled labourers are found which undertake con- 
siderable contracts for earthwork, road repairs, etc., requiring largely 
iinskilled labour. They include many small ryots who have been enabled 
thus to increase their agricultural earnings. The difficulties they encounter 
are mismanagement, and opposition from private contractors. There are 
other societies also which take up joint road construction.^ 

(iii) Consumers’ societies in urban Reference has already been 

made to the backwardnf^ss of this movement in rural areas. The situation 
is only slightly better in urban areas. A few co-operative stoi'es have been 
started in Bombay, Madras, the United Provinces, etc. The Triplicane 
Urban Co-operative Society, Madras, may be regarded as the most success- 
ful among such stores. Stores attached to college hostels are being managed 
with notable success in some cases in the United Provinces and Bombay, 
Railway stores have also proved successful. Taken as a whole, however, 
we are faced with the fact that the progress made by the consumers’ move- 
ment is insignificant as compared with Western countries, especially Eng- 
land, The main reasons why .several of these societies have done badly are 
want of loyalty on the part of members, lack of good business management 
and proper supervision. Other difficulties are the small margin between the 
wholesale and retail prices which is not sufficiently attractive to the con- 
sumers, inability to withstand outside competition, absence of a large class 
of peo])le with settled periodical incomes, amd disregard in some cases of 
true co-o|rerative safeguards such as sales for cash only, dealings with 
members only, etc. There is nO doubt that while the need of distributive 
stores is imperative for the benefit of the middle and working cla,sscs in 
towns, the consumers’ movement is the weakest part of the Indian co- 
operative organization. Unless people acquire habits of systematic well- 
planned expenditure and are able to exercise sound judgement as regards 
the quality of the goods bought, the stores movement will hardly prosper. 
As pointed out already, the movement for consumers’ co-operation receiv- 
ed a fillip, especially in Madras, from war conditions, when the prices 
of foodstuffs, provisions and other materials shot up and profiteering- 
developed in the retail trade, 

i.See al.TO vol. II, ch. ii, §46. 

2 See Agricultural Commission Report, Minutes of Evidence, vol. HI, evidence of the 
Registriir, Madras ; .also hi.s .Annual (1927-8), par. 82 . 
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§16. Housing socicties.—Among the various efforts made in England to 
tackle the problem of slums in the factory towns and to provide decent 
housing accommodation, co-operative housing societies occupy a promi- 
nent place. Their succfess in England has attracted attention in India. 
In Bombay and other urban areas, we have now to face a similar problem, 
not to speak of the tremendous task of providing decent housing in the 
villages. In some of the towns of Mtedrass Mjjsore and, more recently, 
Bombay, a beginning has alre-jidy been made in tlie direKtion of co-opera- 
tive housing. The Government of Bombay extended financial help to 
building societies of various kinds. In the town of Bombay, under the 
auspices of the Bombay Co-operative Housing Association, a number of 
housing societies have been organized chiefly for the benefit of middle- 
class communities. In the Boml^ay province there were in all 99 housing 
societies with an aggregate membership of 6,787 in 1939-40 with a work- 
ing capital of Rs, 1,20 lakhs. In Madras there were at the end of the 
year 1939—10 122 housing societies with a membership of 4,647 and loans 
from Government outstanding at Rs. 21.67 lakhs. 

Two main types of housing societies may be distinguished : (i) those 
which buy land in common, and assist members with technical advice, 
bulk, purchases of raw materials and possibly mortgage loans, to build 
independent houses ; and (ii) those which erect a big building or build- 
ings of their own and charge the members residing therein a rent cover- 
ing the cost of maintenance as well as of construction over a long period. 
Both kinds are to be found in India. 

§17. Central societies. Co-operative finance.— We have so far discussed the 
various types of primaiy societies. It remains now to say something about 
the higher stages of the co-operative pyramid that have be,pn devised to 
organize, supervise and finance the primary societies of various kinds. We 
may consider this aspect of the movement with reference to three types 
of central societies, namely, unions, central banks and provincial banks. 
§18. Unions.— Almost all provinces in India have some central co-opera- 
tive agency covering a unit very much smaller than the revenue district 
for supervision. These may be either (i) guaranteeing unions, as m Burma 
and Bombay in the past, (ii) supervising unions, as in Madras and Bom- 
bay, or (iii) banking unions, as in the Punjab. A union is a federation 
of societies within a given area. The nianagement is in the hands of the 
union committee consisting of the representatives of the various member 
societies. It appoints a paid secretary and a sub-committee to isispcct the 
affairs of member societies, and guides them in their working. Where the 
union is also a guaranteeing union, the committee further ^determines the 
total external borrowings of member societies which it is prepared to 
recommend to the central financing bank, and to which it extends, under 
certain conditions, a guarantee regarding the bank’s loans to member 
societies. The unions, it was thought,, would be useful not only in super- 
vising the affairs of the member societies but also as forming a link be- 
tween the primary societies and central finafldng institutions, though they 
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themselves were not fiaatidng bodies. The Maclagan Committee strongly 
recommeiiUcd the establishment of a guaranteeing union where there 
were primary societies and central banks. They considered that it was 
ijidispcnsable where there was only a provincial bank dealing directly 
with primary societies. The -guaranteeing unions started on the lines of 
tlnrse in Burma did not prove a .success in Bombay, partly because in most 
cases the so-called guarantee was rrominal and partly because, funds being 
limited, no competent supervisor could be engaged. The work of the com- 
mittee was often irregular and inefficient. It was therefore decided to 
encourage only the supervising unions, as in Madras, covering large areas 
and in a financial position to provide for efficient supervision. 

In 1936 the Government of Bombay launched a new scheme of strength- 
ening the system of supervising unions by insisting on better qualifications 
for the supervisors and by creating district boards of supervision to en- 
sure proper and efficient working of the unions on the recommendations 
of the Supervision Committee (19.34). These Boards have been given wide 
powers under the by-laws, the most important of which is the suspension 
of the Managing Corapiittce of an affiliated society. They arc expected 
also to serve as stabilizing forces in the structure of agricultural co-opera- 
tiond The inspectors appointed by central banks also assist in the jvork 
of supervision. 

Wliile the need for better supervision has been recognized by succes- 
sive committees and commissions, no uniform guidance is available as 
regards the most suitable agency for undertaking this work, and clifFerent 
provinces have developed different systems of supervision. Broadly speak- 
ing, the work of supervision is undertaken either by the Government 
through the Co-operative Department as in the North-West Frontier 
Province, or by special types of co-operative supervising institutions as 
in Bombay, Madras, the Punjab and the Central Provinces, or by both. 
Generally it is arranged through local supervising unions, district super- 
vising boards or federations, divisional and, provincial co-operative insti- 
tutes, and central financing banks or sorae«corabination of these. In Bom- 
bay and Madras there are special arrangements for supervision of special 
types of societies, such as the non-credit and Scheduled Classes societies, 
by the Departmental staff. 

Nowhere has the system of .supervision been found to be fully satis- 
factory. In many provinces the supervision provided is superficial and in 
several it, overlaps with the work of inspection done by the staff of the 
financing agencies.® The co-ordination of different agencies for super- 
vision and inspection is engaging tlie attention of the Department in 
Bombay. 

In 1937 the Agricultural Credit Department of the Reserve Bank of 

1 Heport of the Supervision Committee (19S4) and Registrar's Annual Report (193C-7), 
par.' ,<10. ■■■'.'■ ■ ' ■ " " 

a Review of the Co-operative MOvetrient in India (1939-40), pp. 71-8. 
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India reported on the Banking Union at Kodinar (Raroda State)* and 
made suggestions about its applicability* elsewhere. A Banking Union 
of that nature, in 'addition to finance, would take over the functions of 
the supervising union, ’and a supervising union which is working satis- 
factorily and has good primary societies affiliated to it could be con- 
sidered suitable for conversion into a Banking Union on the lines sug- 
gested therein, provided such a Bankmg Uni^ is able to supplement 
its resources, if necessary, direct from the apex bank,^ Tihis proposal has 
not generally been received with favour in co-operative circles, mainly 
on the ground that it would not make for economical and efficient work- 
ing and might not command the confidence necessary to attract adequate 
deposits. 

§19. Central co-operative banl?s«-Central co-operative banks are in 
general the higher fnrandng agencies necessary in a country like India 
where the capital raised locally by the primary societies requires to be largely 
supplemented from outside and distant money markets. Hence arises the 
necessity of establishing higher federations, or financing institutions like 
the central and provincial banks, which will successively connect the 
primary societies with the most remote towns amd which will make their 
monetary resources available as the working capital of such societies. Such 
a special co-operative financing mechanism is necessary, first, because 
rural finance requires large amounts of comparatively long-term capital, 
and secondly, because the ordinary joint-stock banks carrying on their 
business only in a few important towns cannot be persuaded to issue loans 
to distant rural societies of which they know next to nothing, even if they 
were in a position, which generally they are not, to issue long-term loans 
to finance agricultural production. The underlying idea of the financial 
distributory system is that the resources of the society at large should be 
made available to thousands of small cultivators who need accommodation. 

The central bank serves as a balancing centre for adjusting the excesses 
and deficiencies of the working capital of the primary societies under its 
jurisdiction. It raises the additional capital required by the primary socie- 
ties and lends it to them either directly or through guaranteeing unions 
where these exist. In some cases, the central bank may undertake organiza- 
tion and supervision of societies, specially if, as is usually the case, they 
are its shareholders. The central bank, however, is essentially a finam 
cing agency. Besides financing the affiliated societies, most central (and 
provincial) banks do other banking business, such as the accepting of 
deposits of various types, collecting bills, cheques, hundis, dividend war- 
rants and railway receipts ; issuing drafts and himdfs, safe custody of 
valuables, purchase and sale of securities^ etc.® The area of its operation 
varies widely from a taluka or tahsil in some provinces such as Bengal, 

iSec Nanavali and Anjaria, The Indian Rural Problem, pp. 406-10, and Nanavati’s 
‘Note on the Organization of the Kodinar Banking Union ’. 

2 Agricultural Credit Department (Re.servc Bank of India) Bulletin No. 1. 

ajiet/iew of the Co-operative Movement in Inditt (1939-40), p. 11. 
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Bihar, Orissa and the Punjab, to a district or several talukas in other 
provinces ''such as Bombay, Madras and the Central Provinces. Too small 
an area leads to unduly heavy cost o£ management, ^hile too large an 
area leads to inefficient supervision. In every case,' effort must be made to 
strike the golden mean between the two extremes. 

Central banks are broadly of two types : mixed and pure, according 
to their constitiTtion. Mixed »cencral banks, consisting partly of societies 
and partly of individuals, offer special facilities to the former regarding 
share capital and representation on the board of management. Such types 
of banks are acceptable as a step leading to the realization of the ideal 
federal type, namely a central bank having a membership confined to 
societies. The mixed central bank, while enlisting the advice and help 
of well-to-do expert businessmen and members of the middle classes, safe- 
guards the interests of societies and can itself bd transformed into the 
ideal type of pure central bank in which individual members are com- 
pletely eliminated. The mixed type is the most suitable under the pre- 
sent circumstances in India, and is favoured in almost all the provinces. 
The ideal federal type, though theoretically the best, labours under cer- 
tain handicaps, namely,® inability to be entirely self-dependent in the 
matter of supplying the necessary business ability and failure to interest 
the middle classes and therefore to attract sufficient resources to finance 
primary societies. In some provinces such as Bengal and the Punjab, there 
is a growing number of purely federal central banks generally known as 
banking unions. 

There were in British India and Indian States 599 central banks includ- 
ing Provincial Banks and banking unions with a membership of 215 thou- 
sands in 194^-3.1 As regards the sources of the working capital, though 
share capital is an important item (about 9 per cent), deposits from 
individuals and societies constitute the bulk of working capital (about 
59 per cent). Loans from provincial banks constitute 14 [jer cent, and 
reserve and other funds 14 per cent. In 1944-5, the working capital of 
central banks stood at Rs. 39.8 crores. » 

The borrowed funds are about 77 per cent of the working capital.® 
In view of the large deposit liabilities of central banks it is necessary for 
them not only to have adequate cash reserves or fluid resources, a point 
on which the Madagan Committee laid special, and as many would have 
it, exaggerated emphasis,® but also to attract a sufficiency of long-term 

1 Statistical Statements Relating to the Co-operative Movement in India [or the years 
1941-2 and 1942-3, Hi. - 

2 Thougli the jatio ot owned funds to the working capital doeii not appe,ir to he 

unsatisfactory, the real position as judged from the composition of tlio reserves in 
respect of some central banks may be less satisfactory. The reserve fuiuls are some- 
times created widiout making adequate provision tor bad debts and may turn out on 
examination to be at least partly fictitious. Review of the Co-operative Movement m 
India (mQ-AQ), p. 11. . ' , . ■ 

^ See Madagan Committee Report,, par. 18. Mehta, op. cit., p. 132, .and Statutory 
iiejjort on Credit (Reserve Bank of India), par. 22. 
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deposits. The same point was emphasized in 1937 by the Agricultural 
Credit Department of the Reserve Bank 6f India in its Statutoly Report 
on Agricultural Cfedit and circular letters issued to provincial co-opera- 
tive banks (see §23 below). Central banks should so adjust their loans 
to primary societies as to ensure adequate repayment for the return of 
deposits when they fall due. Almost 90 per cent of the borrowed funds 
of the central banks are given out in the form o£ loans. The central banks 
are thus working on A low scale of fluid resources. Overdues form a fairly 
large proportion of the outstandings of central banks. Bad debts, in not 
a few instances, may exceed the owned funds of the central banks. In 
general, central banks in Bombay, Madras and the Punjab are in a com- 
paratively sound position, but in some of the other provinces, particularly 
Bengal, Bihar, Orissa and the Central Provinces and Berar, their condi- 
tion has been disquieting. About ten years ago many central banks in 
these provinces had to close their doors owing to their inability to meet 
tire withdrawals of deposits. The failure of central banks in these pro- 
vinces was the result of reckless over-financing of societies, inefficient super- 
vision, and disregard of sound principles of banking in conducting their 
business, as well as to faulty organization of the primary units.^ 

To impart elasticity to the operations of the banks, provision of facili- 
ties such as cash credits and discounting of their co-operative paper is 
necessary. Owing to their long standing, several central banks now possess 
sufficient resources to be independent of outside financial assistance, but 
they all continue credit arrangements, mainly with the provincial banks, 
on which they rely for emergencies. This brings us to a discussion of the 
nature and utility of provincial co-operative banks. 

'§20. Provincial co-operative banks.— To enable them to perform their 
functions properly in relation to the growing number of co-operative 
societies, the central banks require the help of a provincial apex bank to 
co-ortlinate and control their working, serve as a clearing house to balance 
the excesses and deficiencies of their working capital, and act as the 
financial centre of the whole iprovince. It would also extend to central 
banks the facilities of cash credit and discounting referred to above. The 
joint-stock banks cannot be depended upon in this matter as they are 
unable to accept the particular security offered. The provincial bank is 
also a useful link between the general money market and the joint-stock 
banks in the towns on the one hand, and the primary rural societies on 
the other. In this connexion, reference may be made to an interesting 
development in Bengal of making the surplus co-operative money ac- 
cumulated in the provincial bank in the slack season of agriculture avail- 
able for the needs of outside trade and commerce through the joint-stock 
banks, to the advantage of both parties. The provincial apex banks should 
not deal directly with societies except in the case of special types of socie- 

Uieiiievj of the Co-operative Movement in India {1939-tO), pp. 11-12. For the 
measures adopted and suggested for the reconstruction of the central banks, see §§26-7. 
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ties such as land mortgage banks, sale unions, housing societies, etc., but 
should consolidate and strfngijien their position as financing agencies 
and balancing centres for central banks, i Practice in ‘this resjiect is not. 
hou-ever, uniform. In certain provinces the apex 'banks do not cleal with 
the primary societies at all, while in certain others (including Bihar, 
Orissa, lionibay and Mysore) they still continue to finance primary socie- 
ties in areas where central btuiks Jiave not come into existence. I'he jjro-. 
vincial bank in dlombay has M branches covering -the few districts tliat 
have no local banks or parts of districts not taken over by local banks 
for one reason or another. 

The constitution of the provincial co-operative banks varies in the 
different provinces. In Bombay, Sind, Madras, the Central Provinces and 
.Berar, Bihar and Assam, membership » ig open to individuals as well 
as to societies, and the Board of Directors consists of representatives of 
different types of societies as well as of individual members. The inclusion 
of individuals is necessary at present to ensure the supply of the requisite 
business knowledge and to tap the deposits in the provincial money 
market. In the Punjab and Bengal, membership is open to societies 
only, and the Board of Directors consists exclusively of the representatives 
of the affiliated central banks, banking unions and other societies. How- 
ever, in Bengal, the Registrar nominates three directors from non-meml)ers, 

Provincial apex banks more or less on these lines have been estab- 
lished already in eight provinces : Madras, Bombay, Sind, Bengal, Bihar,; 
the Punjab, the Central Provinces and Assam, and in two of the Indian 
States, Mysore and Hydera'oao. Out of these the Bombay Provincial Bank, 
started in 1911 as a central bank, is unanimously pronounced to be the 
most effiicientj^ and its activities are multifarious. There is no form of 
co-operative development or endeavour, whether of finance, propaganda 
or supervision, in which it does not take part. The Bank has a solid record 
of valuable work to its credit since it came into existence and occupies 
a unique position in the co-operative hierarchy. 

The owned funds of provincial banks form less than 20 per cent of the 
working <:hpital, and borrowed funds (deposits from societies and central 
banks, from individuals and other sources, and loans from Government) 
form about 80 per cent. Adequate provision has, however, not always been 
made for bad debts, and the amount of real surplus assets would according- 
ly be less than the figure of reserves would suggest. On the whole however 
the financial position of the provincial banks with some exceptions is 
much better than that of the central banks. The example and initiative 
of the provincial djanks has been responsible for the increasing applica- 
tion of banking principles to the co-operative movement. Regarding ncccs- 
.sity of a cash re.serve, and provision of facilities such as cash credit and 
rediscounting of co-operative paper discounted in the first instance by 
the provincial bank, die same considerations hold good as in the case 


See Report of the CentTat Banking Enquiry Committee, par. 159. 
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oI central banks. The suggestions made by the Reserve Bank of India 
for the reorganization of the Central and Provincial Co-operative Bank.?, 
in , its Statutory Report on Agricultural Credit, are reviewed in a later 
section (sec §27). « 

§2i. Is an all-India co-operative bank necessary,?-^The Maclagan Committee 
recommemled that in addition to all the foregoing types of financing 
!igcnf:ies, an all-India co-operative banfc shquldjre estabH.shed to provide 
the provincial banks with facilities for rediscounting so as to give their 
finance that elasticity without which the stability and progressive develop- 
ment of the movement would be dilGcuJtd 

Since the Maclagan Committee reported, opinion on the necessity or 
desirability of an all-India bank has undergone considerable change. The 
new factors in the situation are ihe substantial amounts lying unutilized 
with the provincial banks, most of which hold fluid resources in excess 
even of the very high standard suggested by the Committee of 1915 ; the 
assurance of financial accommodation which many of them have succeed- 
ed in obtaining from the Imperial Bank of India or other banks, the fact 
that co-operation is a provincial subject and the, provinces are anxious 
to retain full liberty to develop along their -own lines without being 
fettered by any external authority such as an all-India bank, and lastly, 
the introduction of the spontaneous and healthy system of inter-lending 
which the various provincial banks have developed, being assisted in 
this matter by the Indian Provincial Co-operative Banks Association. 
Moreover, now that the Reserve Bank of India has been established, the 
need for an apex bank for the provincial banks is no longer felt, as the 
provincial banks are provided by the Reserve Bank with rediscounting 
and loan facilities. There is no need for an apex bank for the present 
system (see §§22-3). 

§22. The Resei-ve Bank of India in relation to agricultural (co-operative) 
finance.— Since the inauguration of the Reserve Bank of India^ on 1 April 
1935, great expectations regarding the financial assistance it can extend 
to agriculture have been raised in the country.® The Bank is allowed to 
purchase, sell and rediscount agricultural hills and proraissoi 7 ■ notes en- 
dorsed by a scheduled bank or a provincial co-operative bank, drawn for 
the purpose of financing seasonal agricultural operations, or the market- 
ing of crop.s, and maturing within nine months. It should be noted that 
in the case of commercial bills the period allowed is only three months. 
This is a concession in favour of agriculture, since the cycle gf agricul- 
tural finance is longer than that of commercial finance. The Reserve 
Bank is further authorized to make loans or advances for ninety days 
to provincial co-operative banks and central land mortgage ’banks declared 
to be provincial co-operative banks and. through them to co-operative 

1 Report, pars. 219-29. 

2 The qiie.stion of the Re.servc Bank has been dealt with in vol. II, ch. xi. 

8 Sec SjS 17 (2) (b), (4) (a), (c) and. (d) of the Reserve Bank of India Act (19.?<l), also the 
Statutory Report on Agricultural Gre^t (par, 37) issued by the Reserve Bank of India.f, 
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central banks and primary land mortgage banks against the security of 
(i) Government paper or ^ii) ’approved debentures of recognized land 
mortgage banks, which- are declared trustee securitifes and which are 
readily marketable. The Bank can extend advances to provincial co- 
operative banks for ninety. days against the security of (i) promissory 
notes of central co-operative banks and drawn for financing seasonal agri- 
cultural operations: (4) promissory notes of approved co-operative 
marketing or warehousing societies endorsed by provincial co-operative 
banks and drawn for the marketing of crops: and (iii) promissory notes 
of provincial co-operative banks supported by warehouse receipts or 
pledge of goods against which a cash credit or overdraft has been granted 
by the provincial co-operative bank to marketing or warehousing societies. 

The Reserve Bank established the Agricultural Credit Department in 
April 1935 as required by the Act, to study all questions of agricultural 
credit, offer expert advice to the Government and co-operative banks, 
and to co-ordinate the operations of the Bank in connexion with agri- 
cultural credit and its relations with provincial co-operative banks and 
any other bank or orgianizations engaged in the business of agricultural 
credit. As required by th« Act, the Agricultural Credit Department of the 
Bank submitted a Report on Agricultural Credit to the Government of 
India in December 1937. The Department has also issued so far four 
interesting and instructive Bulletins on (i) the Banking Union at Kodinar 
(1937), (ii) Co-operative Village Banks (1937), (iii) Recent Developments 
in the Co-operative Movement in Burma (1938), and (iv) Co-operation 
in Panjawar (Punjab) (1939). It also published (1941) a yei 7 lucid and 
critical Review of the Co-operative Movement in India, in order to sup- 
plement the Statutory Report, analysing the present trends and the pro- 
gress achieved" so far and indicating improvements.^ 

§23. Role of the Reserve Bank in relation to co-operative banks.— In its 
Report on Agricultural Credit (1937), the Reserve Bank has clarified the 
provisions of the Act relating to financial a.ssistance to co-operative banks 
and indicated its attitude towards them. According to the popular view 
the Reserve Bank should directly undertake the financing of agriculture. 
According to the orthodox banking view, however, it is neither desirable 
nor pos-sible for a central bank directly to finance agriculture either for 
short or long periods, having regard to the risky and unorganized nature 
of agricultural business carried on by illiterate and small farmers as in 
India. Th_e decisions of the Reserve Bank of India relating to agricultural 
finance have been largely influenced by the orthodox view. Moreover, as 
the Statutory Report points out, the Reserve Bank is entrusted with the 
cash reserves or the fluid resources against deposits of all the important 
banks. These form by far the largest portion of its working capital. The 
idea underlying this arrangement is that the entire pool of these resources 

iFor; further particulars, see Fttnctions and Working of the Resawe Rank of India 
(iasued by the Reserve Bank in 1944), ch. vi, pp. 66-79. 
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may be available in times of emergency. It cannot be locked up in forms 
of business which the scheduled banks themselves cannot undertake. The 
Bank is thus a Banker’s Bank and cannot lend to agriculturists direct 
or supply normal finance to any of the credit agencies, which should not 
therefore rely on the Reserve Bank for doing, tlieir business. The correct 
role of the Reserve Bank is to produce monetary conditions under which 
there would be adequate facilities for all t^ose , seeking credit for legiti- 
mate purposes or having funds to invest. The Reserve Barje can come into 
the picture as lender in the last resort, when the ordinary pool of com- 
mercial credit appears inadequate to meet the reasonable business require- 
ments of the country. The same basic principles must be followed in the 
case of the co-operative banks. These, like the commercial banks, must 
stand on their own legs and obtain normal finance from deposits and’ 
cannot expect the Reserve Bank to supply it as the apex bank of the 
movement. In granting them the financial assistance which it is authorize 
ed to grant under its statute, the Reserve Bank must jhdge for itself the 
advisability and expediency according to circumstances. All that the 
Reserve Bank can do is to help the provincial co-operative banks to tide 
over a temporai 7 shortage of funds. The Reserve Bank is not at present 
prepared to grant cash credit facilities to co-operative banks, since there 
is already provision under the Act for the grant of advances against Gov- 
ernment securities to them. It may, however, be urged that the grant of 
cash credit facilities to provincial co-operative banks is essential to impart 
elasticity to co-operative finance and keep down the lending rates of 
co-operative banks. 

The Reserve Bank from time to time issues instructions and circular 
letters to co-operative banks indicating criteria of sound banking, e.g. 
in May 1938 and June 1939 when mier ahfl it advised the provincial co- 
operative banks to maintain liquid resources consisting of cash balances 
xvith bankers and Government securities which should be at least 40 
per cent of their liabilities, and to confine themselves to short-term loans. 
One of the conditions for obtaining financial accommodation from the 
Reserve Bank is that a provincial co-operative bank should --maintain 
with the bank cash balances the amount of which should not be less than 
2-J per cent of the demand liabilities and I per cent of the time liabilities 
of such a bank and that it should submit to the Bank periodical state- 
ments prescribed for the purpose.! Only two provincial co-operative banks 
have taken advances of small amounts from the Reserve Bairk against 
Government securities on a few occasions sirice 1938. They had ample 
resources of their own but approached the 1'leserve Bank in order to 
avoid selling securities for meeting what was only a temisokary need, and 
to be able to borrow at the lowest rate. 

The problem of agricultural 'finance is widely different from that of 
industrial finance, and the special circumstances of India make it all the 

iFmctions and Working of the Resewe Rank of India, p. 70. 
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more difficult of solution. The anxiety of the Reserve Bank to keep its 
investments liquid and to ,avoM all risks is also perfectly nal.ural. A way 
out of the difficulty must, however, be explored, in tlfc direction of estab- 
lishing siaecial credit machinery on lines adopted in the IJ.S.A., Australia 
and England, for meeting, the short-term, intermediate, anti long-term 
credit needs of agriculture.^ It is possible for the Reserve Bank within 
limits of prudence to estabJishc valuable financial relations with agri- 
culture tlirouglv the existing agency of co-operative banks and further 
to extend the scope of its Agricultural Credit Department. Early steps to 
bring the indigenous bankers directly within the orbit of the Reserve 
Bank should be taken, as thereby the assistance given to agriculture by 
the Bank could be substantially extended.^ 

'§24. The state in relation to the co-opgrative movement.— While avoiding 
undue interference, it is the duty of the state to offer its good offices to 
act as a friend, philosopher and guide to the co-operative movement, which 
can be made into a powerful agency of social regeneration. In India, owing 
to the widespread ignorance of the masses, the long tradition of state 
interference and the urgency of the problem of rural credit, the Govern- 
ment have very properly and vigorously taken the initiative in the co- 
operative movement. Equally properly, they have refrained from the policy 
of financial spoon-feeding, which, as the experience of France shows, does 
more' harm than good. We have already seen that the state has cqnferred 
on co-operative institutions certain fiscal and judicial concessions and 
granted limited financial help to new societies. In Bombay, the Govern- 
ment have extended a guarantee of interest at four per cent on the de- 
bentures issued by the Bombay Provincial Co-operative Bank up to a 
maximum amount of Rs. 20 lakhs. This concession has enabled the Bank 
to raise the much-needed long-term capital for rural finance at a moderate 
rate without any drain on the funds of the Government, who are not 
likely to be called upon to make good the guarantee on account of the 
safe character of the business of the Bank. In more recent years the Cfov- 
ernment of Bombay, as also the Governnusiu. of Madras, liave extended 
similar help to the debentures issued by Provincial Co-operative I/and 
Mortgage Banks.^ The Government of Bombay have also adopted the 
policy of advancing takkavi loans for permanent improvements of land 
through the agency of co-operative societies. It would be sound policy 
in all the jn’ovinces to extend liberal assistance to the more specialized 
forms of co-operation, such as consolidation of holdings, adult education, 
irrigation, etc. We have already referred to the establishment of the 
Agricultural Cred.< Department of tire Reserve Bank of India and its 
inlerc,st in the' co-operative movement.* A sum of Rs. 15 lakhs out of 

iTIie quMtion o£ long-term credit and the Reserve Hank’s attitude towards land 
mortgage banks is dealt with later in the chapter. See §§28--l), 31. 

2'nii.s question is £uUy discussed in vol. H, ch. xi, §§4-5- 

8 See §31 below. 
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the total grant of Re. 1 crore for village uplift made by the Central Gov- 
ernment in 1935 (March) was earmarked for the purpose of .extension 
and improvement erf the co-operative movement in the light of the recom- 
mendations made by Mn M. L. (now Sir Malcolm) Darling, l.G.S,, in his 
report on the opening of the Agricultural Credit Department of the 
Reserve Bank of India. Apart from the subsidy for training given by the 
Government of India, provincial Govejoiments have also increased their 
grants to the existing institutions imparting co-o^rative ^j:lucation. Il may 
be pointed out here that the Government of Bombay launched a co- 
operative training scheme for the training of departmental staff and the 
employees of central and urban banks and of the rural development staff.^ 
The training of departmental staff has received particular attention in the 
Punjab, and is conducted by a ^special educational staff. The Madras’ 
Committee on Co-operation in their Report (par. 379) recommended the 
shirting of a co-operative college, to be organized and managed by the 
Government, for aspirants for employment in the Co-operative Depart- 
ment and for higher posts in big urban and central banks. 

Turning to the policy of the Government as regards guiding and con- 
trolling the movement, it has been on the whole ^ sound one. For instance, 
in negativing the demand made in certain quarters for the devolution 
of some of the duties of the Registrar on to the District Officer, the Gov- 
ernment have rightly agreed with the Maclagan Committee, who depre- 
cated excessive official interference and laid down that ‘ the correct position 
of servants such as the Collector would be to stand as well-wishers equip- 
ped with the requisite knowledge and sympathy and to refrain from having 
any intimate connexion with the management or assuming any direct 
financial responsibility ’. An exception, however, seems to be implied 
as regards the relation between the Co-operative Departiilent and the 
movement of co-operation. While the original policy was progressively to 
relax the hold of the Department and to make the Registrar ultimately 
little more than a registering officer as the societies became self-reliant and 
private enterprise was capable^ of standing on its own legs, it does not 
seem to have been, consistently carried out. If anything, the ppsition of 
the Registrar is becoming one of increasing dominance, and the dry-mirse 
element in his duties is not showing any signs of disappearance. And the 
Maclagan Committee appeared to put the seal of their approval on this 
retrograde policy. They held that, in general, the continued develop- 
ment of co-operation in India on any other condition than the permanent 
maintenance of an efficient and highly paid staff of Registrars could not 
be contemplated. It is, however, generally agret’d that qven at the risk of 
some inefficiency, the policy ought to be to encourage respansible private 
enterprise and to deofficializc the movement as far as po-ssible and make 
it more self-reliant. With the inauguration of the Montagu-Chelmsford 

1 Anmml Report on the Working of Co-operative Societies in the Province of Bombay 
(1939-40), par. ISO. 
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Reforms in 1921 there was a welcome tendency to liberalize the move- 
ment, bn,t since the economic depression of the thirties there has been a 
reaction, and tlie tendency is to bring the movemont more and more 
under the control of the Department. One way. to make the movement 
more non-ollicial in character would be to give all possible encourage- 
ment to non-official bodies like the Bombay Provincial Co-operative 
Institute or the Provincial Co-operative Union, Madras, and to delegate 
to them some <j£ the functions of the Registrar in the matter of super- 
vision, organization and audit of societies and to stimulate them to carry 
on propaganda by holding conferences, arranging training classes for 
society office-bearers and the general public, conducting journals and 
generally devoting themselves to rural reconstruction work. The vital 
'need of the movement is the creation by unofficial federations and other 
central agencies of their own supervising and controlling staff, the absence 
or inadequacy of which inevitably leads to official interference. An official 
audit at suitable 'intervals may be retained as a healthy check on the 
affairs of the societies and to ensure public confidence. Official control 
and guidance are no doubt necessary and will continue to be so for some 
time to come.i And tfiefe is nothing wrong in pleading for an increase 
of the official staff to enable the Department to perform its statutory 
duties more efficiently and to insist that it should be highly eduf;ated, 
well-trained and well-paid. It is also quite legitimate to urge that in view 
of his onerous and difficult duties ‘ the personality of the Registrar is a 
matter of the greatest importance and that the best man available should 
be selected for the post’.® But officials and non-officials alike concerned 
in the movement should direct strenuous efforts towards making it self- 
regulating, self-sufficing and democratic as rapidly as circumstances permit. 
§25. Co-operiftive Institutes, etc.— The Bombay Co-operative Societies Act 
(1925) recognized the Bombay Provincial Co-operative Institute, which 
under a non-official president serves to focus the co-operative activities 
of the province, including the holding of the provincial co-operative 
conferences. The Institute receives a grant from the provincial Govern- 
ment for, its work of training, and for the publication of co-operative 
literature. Unlike provincial co-operative unions, which are the final 
federations of all societies, being entrusted with definite duties of audit and 
supervision and enjoying a definite legal status, the Institute is a body 
mainly for imparting co-operative education— a function which it shares 
with the Government. While, however, the Institute is tloing useful pro- 

1 Cf. C. R. Vnj, dti-operation at Home and Abroad, vol. II, p. 39 : ' The old view 
that Government^ can start Go-operative Societies and then withdraw, I sugge.st, is false. 
Once in, always in--, somewhere. SouncTpolicy requires that it should enter cautiously 
and make its progrc,ssive assistance contingent on self-help by the membmhip/ 

2 por an excellent discussion of the qualilkations which the Regi.strar ought to po.sscss 

and the all-embracing nature of his functions, see Agricultural Commission Report, 
par, 37,'>; and also Strickland* Report, on Agfjcultural Co-operation in Palestine. 
pars. 26-9. , 
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paganda work, it has not yet fulfilled to any degree its additional objects 
of the systematic study of co-operative prbblenis and of contributing ex- 
pert knowledge and' advice on the more specialized sides of the movement. 
The Government of Bombay issued a scheme in 1938 for the reorganiza- 
tion of the Institute, providing, for a reyised constitution under which 
its main duty would be to impart education to members of co-operative 
societies and to workers of the co-operative -.mo^ment, and under which 
its membership would consist of District Supervision B-oards and other 
federations of co-operative societies. It would also serve as a focusing 
centre of non-official opinion on various subjects affecting the movement. 

An interesting development regarding the progress of non-official co- 
operative agencies was the establishment, on 1 October 1929, of the All- 
India Co-operative Institutes’ Association, the formation of which was 
agreed to by the first All-India Co-operative Institutes’ Conference in 
Bombay in September 1929. Its main object is to promote and extend 
co-operation through the member institutes and to furnish advice and 
assistance to them on all co-operative questions. The Association started 
the issue of its own quarterly journal, The Indian Co-operative Review, 
from January 1935. It offers a useful periodical survey of the co-operative 
moveptent in the whole of India. 

Another all-India co-operative organization is the Indian Provincial 
Co-operative Banks’ Association, which has for its object the furtherance 
of common interests, especially in matters of finance, legislation and 
administration. 

§26. A critical estimate of the co-operative movement in India.—Tlie co- 
operative movement in India has not indeed succeeded in curing all the 
econdmic and social ills from which the country is suffering today. On 
the other hand, it has not been altogether barren of results. In the first 
place, owing to the cheaper credit made available by co-operative socie- 
ties, much saving, estimated at about a crore of rupees, has been effected 
by the agricultural and artisan classes, and it is not unduly optimistic to 
expect that, in the not-too-distant future, this figure will multiply itself 
many times over, especially if other forms of co-operative organization, 
intended to provide long-term credit, come into existence. Co-operation, 
moreover, has substituted a system under which credit is controlled and 
debt restricted for the money-lender's demoralizing system of dangerously 
facile credit. In several places co-operation has successfully undermined 
the predominant position of the money-lender and compelled him to 
bring down his rates of interest. In the matter of debt redemption, al- 
though much still remains to be done and although lit is true that co- 
operation alone would be unequal to the colossal task of ridding the 
peasantry entirely of its burden of indebtedness, something has neverthe- 
less been achieved especially by the establishment of land mortgage banks 
on co-operative lines.^ The co-operative movement may be regarded as a 
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new form of communal life to protect the peasant from within and with- 
out his gates, in the place pf the old communal life of the village which 
prevented the cultivator from being exploitedd Furthel:, with the j^rogress 
of co-ojjeration, the banking habit is slowly but steadily developing in 
rural and urban areas and .the hoards that were lying unused are gradu- 
ally coming into fruitful employment. Agriculture, the jnemier industry 
of the country, has benefitecUin a variety of ways by co-operation, which 
has facilitated the work of the Agricultural Depaitmeiu in popuhtrizing 
improved seed and cattle, cheap manures and implements and, in general, 
helping the realization of the ideal of ' better farming, better business and 
better living ’. The gradual development of a truly organic connexion be- 
tween co-operation and agriculture is pregnant with great possibilities.'^ 
tlo^operation has also made important, Ijeginnings in dealing with pro- 
blems of rural sanitation, provision of suitable medical facilities in rural 
areas, etc. Finally, the co-operative movement has served to counteract the 
tendency towards '^rural depopulation in certain parts of the country. 

Societies started for special non-agricultural purposes, though as yet 
on a small scale, are /loiiig useful work in their respective fields. The 
condition of factory labourers, depressed classes and employees of all 
sorts, is being gradually ameliorated tinder the benign influence of co- 
operation. Cottage industries, notably the hand-loom industry, arc receiv- 
ing the support and the assistance of the movement.-'* 

Not the least important of the advantages of co-operation, in the widest 
sense of the term, are intellectual and moral, and wherever co-operative 
societies have been started they have generally not failed to yield these 
advantages. ‘ It is difiicult to give conclusive evidence of thi.s [moral pro- 
gress] as the signs of moral progress are too elusive to be pinned down 
irt a statement of facts ; but for all that they are unmistakable to close 
observers of the movement. Litigation and extravagance, drunkenness and 
gambling are all at a discount in a good co-operative society and in their 
Itlace will be found industry, self-reliance and straight dealing, education 
and arbitration societies, thrift, self-help and mutual helit.’ (M. L. Darling). 
The movement has in some cases created a keen desire for education, 
and even persons fairly advanced in age have been found to seek its 
benefit. It has also improved the character and the general tone of moral- 
ity and promoted the development of a feeling of ‘ all for each and each 
for all ’ among the village folk. In short, the co-operative movement bids 
fair to be, a powerful instrument for the revival of the old corporate life 
of the villages and to restore their vitality. 

iStu Darling, PiHi/aft Peasant, fourth edition, p. 2-18. 

pi See Coverniiient ()£ rndia’.s Resolution on Co-operation, 17 Juno 1914, par. 7. 

-'•Of the two aspects of the movement, rural and urban, the latter lias a much more 
satisfactory record alike in respect of the magnitude of its otteratious absolutely as 
well as relatively to population, the efficiency' of management and the quality of ser- 
vice rendered to its consi:ituents.---Ri;w'tfw of the Co-operative Movement in India 
(193!)-H)). p. 80. r . . . 
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It must, however, be admitted, that all tlrese benefits— moral, educa- 
tional, as well as purely economic— have been secured" only on a very small 
scale. For example, ■ much yet remains to be attempted and achieved in 
the field of non-agricultural co-operation. Even agricultural co-operation 
is practically confined to the sphere of. credit and here too, as Sir M. 
Visvesvaraya remarked, ‘ all that has been done amounts only to a scratch- 
ing of the surface Co-operative credit a^ain has generally prospered 
only where the monsoon is normal. In precarious tracts, overdue loans 
and failure to repay are distressingly common. Moreover, as the Central 
Banking Enquiry Committee point out, the credit provided by the co- 
operative organization is still mudi too dear for the cultivator in some 
provinces and it is necessary to take further steps to effect a reduction 
in the present rates of interest. 

It is also clearly necessary that we should frankly recognize, in order 
to be able to remedy, the various defects in the actual working of the 
movement in India today, such as unpunctuality of payments, fictitious 
payments, excessive overdues, defective audit, inefficient control, benami 
loans, nepotism, red-tapism, inelasticity, dilatorines.s and inadequacy of 
co-operative finance, etc.- The staff appointed to teach members the true 
principles of co-operation is itself sometimes ignorant, ill-trained and un- 
fit for the work entrusted to it. Managing committees and presidents are 
too often allowed to usurp all power, to the detriment of the rank- and 
file of the members ; and office-holders and leaders of the movement often 
display ‘ an undue delicacy and lack of moral courage in dealing with 
the faults and misdemeanours ’ of the members, and put up with serious 
irregularities in the hope that a Government officer will come one day 
and put things right. They show a groat disinclination to incur the un- 
popularity attendant on .stringent action taken against recalcitrants and 
the recovery by legal process of overdue debts. The overdues h'ave shown an 
alarming increase during recent years and are at present the most dis- 
quieting feature of the co-operative movement. The grant of excessively 
generous loans, loans for unproductive purposes and slackness in recovei 7 
arc important causes of overdues which are everywhere large ^nd have 
in effect become long-terai loans. 

Many of the members seem to believe tliat the co-operative movement 
is merely a state-managed affair and that it is Government money which 

1 op. cit., p. 185. 'I'lio Ceiural Banking Enquiry Commiuee also found that the credit 
fncilitie.s provided by rlie co-operative movement to agriciilturi.sts covAed but a 
very small proportiotj of their needs (Report, par. 169). 

3 1’or a detailed study of the various weaknesses of the co-operative movement in 
India, see the Reports on Agricultural Credit, Functions and Working of the Resene 
Bank of India and the Review of the Co-operative Movement in India (1939-40) 
issued by the Reserve Bank of India, the Report of the Committee on Co-operation 
hi Madras (1939-10), the Papers on rural co-operation read, at the twenty-fifth session 
of the Indian Economic Conference and published in the Indian Journal of Economics, 
Conference Number (1911) ; also Eleanor M. Hough, The Co-operative Movement in 
India, pp. 226-10. ■ • 
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they borrotv from their society. , The failure of members to understand 
properly, the aims dnd objects of co-operation engenders in them an 
attinuic of apathy and indifference which is fatal to tire movement. They 
are also apt to take a mercenary view of the soeiety, regarding it merely 
as a cheaper substitute for the village money-lender, and are thus unable 
to identify themselves with the movement in the whole-hearted manner 
that is essential for its success. , 

As we have s^en, the* co-operative movement in India owes its origin 
to Government initiative and not to spontaneous action taken by the 
people themselves, but the fact tirat it still remains very largely in 
official leading strings must be regarded as a radical defect, since the 
essence of co-operation is self-help. The vital principle and the will to 
live must come from within and not ^be supplied by some extraneous 
agency. 

As previously pointed out, the movement received a serious setback with 
the onset of the depression in the year 1929. Though the depression was 
the major cause of the difficulties in which the co-operative movement found 
itself, it also became clear that the movement had inherent defects, which 
could not be noticed in fhe period of rapid expansion but ’which became 
only too evident in the period of depression. 'There was a crisis in^some 
provinces including Bihar, Orissa, the Central Provinces, Bengal and 
Burma. While the crisis made painful adjustments necessary, it also served 
to focus attention on the difficulties of the movement, which has been pass- 
ing through a phase of healthy introspection arid self-criticism. There is no 
longer any straining after spectacular triumphs, and solid results are being 
ajiried at more and more. The keynote of the official attitude everywhere 
has come to be ‘ consolidation ’ and ‘ rectification ’ rather than ‘ expansion 
Official boosting of the movement in the spirit of a pedlar ci 7 ing up his 
wares has disappeared, and there is instead a genuine desire to find out 
faults with a view to removing them. Searching inquiries have been carried 
out in the Central Provinces and Berar, Bihar, Orissa, Bombay and Madras. 
The Preliminary and the Statutory Reports on Agricultural Credit issued 
by the Reserve Bank of India, the Bulletins and the Review of the Co- 
operative Movement in India (1941) issued by the Bank have further 
•subjected the co-operative movement to the searchlight of criticism. As 
a result of these inquiries, schemes for rehabilitation of the co-operative 
movement have been framed and put in force in the Central Provinces, 
Bihar and Bengal, and steps are being taken in all the provinces to re- 
construct and revitalize the societies through various measures, some of 
which are noted i» the next section. This is all to the good, because it is 
suicidal to ignore or gloss over the defects in the movement. They must 
be squarely faced and tackled resolutely. Workers in the movement must 
not despair because the results so far have not been commensurate with 
their enthusiastic expectations. They must keep their faith bright in the 
gospel of co-operation which has after all worked such wonders elsewhere, 
and labour more strenuously, than ever to make it a success in this 
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country. For as the Agricultural Coiiunission remarked : ‘If co-operation 
fails, there will fail the best hope of rural India.’i ’ 

§27. Re-orientation ” of the co-operative movement.— We may conclude our 
account of the co-operktive movement in India by a statement of the 
principal suggestions made by the Agricultural Credit Department of the 
Reserve Bank of India in its Statutory Report and the action taken on 
them with a view to effecting the rectification jind reorganization of the 
co-operative movement.^ The need for such an improvement has become 
all the more urgent owing to the contraction of private credit following 
the Rural Debt Relief legislation in the different provinces. 

(i) The overdues and long-term loans of co-operative societies should 
be separated from short-term loans and placed on a proper footing. To 
this end, the overdues should be -scaled down so as to make their redemp 
tion from agricultural* profits possible within a period of twenty years. 
This should be done partly by writing them off from reserves and other 
funds, and partly by recovery from sale of part of the member’s assets, 
transferring the remainder to a special agency like the land mortgage 
banks. This procedure is less objectionable than ithe policy of tvithhold- 
ing further finance or wholesale liquidation of ■societies in arrears. 

Tlie general method of the reconstructive programme was to examine 
the loans due to the societies with a view to scaling them down to the 
paying capacity of the borrowers and to make these reduced amounts 
repayable in instalments within a number of years. An essential part of 
the rehabilitation programme was the supply of fresh finance, preferably 
in kind, to retained members of co-operative societies for cultivation and 
other necessary expenses on a controlled basis of repayment in 
kind, the provincial Governments often extending the npcessary assist- 
ance through the provincial banks. A large number of crop loan societies 
have been organized in Bengal and Berar to help the agriculturist to 
obtain finance for seasonal agricultural operations, since the existing 
village societies are unable to extend fresh credit for the purpose. Central 
banks are also being reconstructed in some of the worst-affected pro- 
vinces with a view to adjusting their assets and liabilities and "reorganiz- 
ing their operations. 

(ii) Co-operative societies are advised to build up strong reserve funds 
by providing for an adequate margin between their borrowing and lend- 
ing rates. This would enable them to tide over unfavourable seasons when 
their members are prevented from repaying the loans and ten meet the 
losses thus caused. While such a practice wo^ild undoubtedly strengthen 
the financial standing of co-operative societies, there i§ at the same time 

3. Agricultural Commission Report, par. 371. * . . . in spite o£ its past failures the 
movement can be developed so as not only to fulfil the narrow function of finance 
but also to become the chief instrument of rural reconstruction in Indfe.’ Foreword 
by Sir Manilal B. Nanavati to the Review of the Co-operative Movement in India 
(19.39-40). 

s Review of the Co-operative Movement in India (1939-40), pp, 15-35. 
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some justification for the criticism that the proposal, if adopted, would 
lead to the charging of high interest rates which it would be beyond the 
capacity of agriculture to pay. 

(iii) 1 .oans should be restricted to cultivation expenses inckiding 
limited advances for supplying intermediate credit for such purposes as 
the purchase of cattle and implements. Loans for other purposes, which 
though not .strictly productive, are •absolutely nece.s.sary, should be reduced 
to a minimum, a».d should not be beyond the capacity of the agriculturist 
to pay. To this end the agriailturist .should be prevented from borrow- 
ing from more than one source and his total future liability should be 
limited in terms of a suitable multiple of land revenue or on the basis 
of the average value of land, 

(iv) The primary credit society, which is the pivot of the whole co- 
operative movement, should be reconstructed on sound lines as indicated 
in the Reserve Ranh’s Bulletin on village banks. It should work as a 
multi-purpose society and aim at bringing the entire life of the culti- 
vator within its ambit. It .should build up its own funds with shares and 
reserves and attract dqrosits from members by teaching the lesson of 
thrift and prudence to theth. We have already referred to the action taken 
on this recommendation and the establishment of multi-purijose societies 
in some of the provinces (see §13 above). 

(v) Primary societies should be federated into small Banking Unions 
(as at Kodinar in Baroda State), which will be able to concentrate in their 
hands all the functions of finance, supervision, and education for which- 
different agencies are employed at present resulting in a diffusion of 
energy and waste (see §17 above). 

(vi) Co-operative marketing should be developed by making a start 

from the bottom, With this object in view, primary societies should be 
induced to take up joint marketing of agricultural produce raised by 
their members. They should be linked up with larger central sale socie- 
ties. We have already referred to the new marketing sdreme in the Bombay 
province. »■ 

(vii) The existing central and provincial co-operative banks should 
be re-organized. The large and unwieldy central banks should be split up 
into siiitable banking unions, even if the central co-operative bank is to 
be retained. The central banks should begin to take a more intimate 
interest in the work of the societies affiliated to them, supervise and guide 
their operations, assist them in training their members in the principles 
of co-operation and generally in improving their working, so as to enable 
them to raise the '^moral and material standard of their members. The 
provincial co-operative bank should also play a much bigger part in the 
direction and guidance of the movement in the whole province. Both 
these types of banks should maintain sufficient fluid resource.s to provide 
for the withdrawal of deposits, build up adequate reserve funds and make 
a strict provision for setting out overdues in the balance sheet in such 
a way as to present a true picture of their condition. Co-operative banks 
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should ostabiish closer contact with first-class commercial banks and take 
the latter’s advice in re-organizing their business, and have some pro- 
fessional bankers on their boards. They should also make adequate pro- 
vision Cor the training 'of their staff. 

(viii) Provision should be made for the intensive training of the 
co-operative • staff in co-operation, rural economics and the theory and 
practice of banking. Special importance should be attached to the proper 
training of the Registrar who forms the foundation of»the whole move- 
ment. 

k Land Mortgage Banks 

§28. The need for land mortgage banks.— In order to bring about the 
permanent release of the agriculturist from his indebtedness, loans for 
sufficiently long periods are necessary. They are also required to enable 
the agriculturist, big add small, to effect costly but profitable improvements. 
Co-operative societies are unable to meet adequately either of these reejuire- 
ments and the utmost they can be expected to do is to siq52rly the needs 
of the agriculturist for short and intermediate credit. They cannot afford 
to lock iqj their funds for long terms, and yet ths cultivator badly needs 
long-term loans for variou.s jrurposes. The Raiffeisen type of village bank 
is iiQt intended to meet the requirements of the large landed proprietor 
who forms the money-lender's easiest and readiest iirey. Moreover, the 
•oi'diiiary commercial banks and money-lenders cannot afford to tie up 
their capital for long {jcriods nor to recover the loans in small driblets 
out of the euniings or savings of the borrower. Hence ari.ses the need 
for special types of credit institutions generally called ‘ land mortgage 
banks ’. These banks are intended to displace not only the money-lender 
but also the present unsatisfactory system of state loans an^l, by lowering 
the rates of interest, to bring many productive improvements within 
the reach of the landholder.’- 

§29. Three types of land mortgage banks.— Land mortgage banks may be 
co-operative, non-co-ojierative, or cjuasi-co-oi^erative. So far as relief to 
small agriculturists and owners of small holdings is concerned, the co- 
operative tyjae is the most suitable, being based on mutual association 
and guarantee <jf the property mortgaged by the members. However, the 
type which is largely in vogue in India is the quasi-co-operative variety. 
Althougli there arc substantial dements of co-operative theory and prac- 
tice in all land mortgage banks, they are conceived of as limited liability 
associations of borrowers with a few non-borrowing individuals thrown 
in to attract initial cajutal as well as the business talent and organizing 
capacity needed to make the management efficient. Moreover the valua- 
tion of lands is effected by trained officials lent by the Government and 
loans require tlu; previous sanction of the Registrar. The Reserve Bank 
stresses the danger of relying too exclusively on institutions of a co- 
ojpct'ative character. Their directorate and 'management represent the 


a See Report of the Central Ranking EnqtUry Committee, pars. 381, 384, 
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would-be borrower too exclusively and offer inadequate security to lenders. 
The qua«-co-operative typg that is now being established in Bombay 
and other provinces (see §§ SO and 32, below) should' go a long way in 
meeting the danger pointed out by the Reserve Bank. The non-co-opera- 
tive or commercial land mortgage bank is better suited to finance big 
landlords or zamindars.^ ■ 

§30. History of land moiygage. banks in IndJa.^— As early as 186.", a com- 
pany called the «Land Mortgage Bank of India Limited, with the sub- 
title of Credit Fonder Indien, was registered in London, being based on 
the model of the French CrMit Fonder. The bank, which had a fiofirish- 
ing career for about twenty years, gradually declined owing, among other 
reasons, to its large advances against tea (the price of which was then 
going down), the non-fulfilment of its .ejtpectation regarding the exten- 
sion of Permanent Settlement to the whole of the country, and the appear- 
ance of rivals like the loan offices in Bengal which began to advance money 
to the landlords. ’I’he unsuccessful project of a land bank for the Poona 
district suggested by Sir William Wedderburn in 188.3 has been already 
described."'* Sir Frederipk Nicholson held (1895) that land banks were 
neither suited to nor needed by the ryots of the Madras I^resitlency. Sir 
Ditishaw Wacha, however, was a strong advocate of land banks o| the 
Egyptian type, which he regarded as aflorcling the only satisfactory solu- 
tion for the problem of indebtedness. In 1919, Sir James Meston, then 
Finance Member, spoke in favour of land banks started veiy largely by 
local enterprise and maintained under local supervision and control by 
groups of intelligent landlords ; but, at the same time, he pointed out that 
it was not advisable for the Government to undertake work of this sort on 
a large scale. Most of the earlier schemes, it will be observed, did not con- 
template the grant of loans to ryots on the security of their holdings, being 
for the most part intended for the bigger landlords. Opinion in this re- 
spect has, however, changed since, and the establishment of such banks 
for the benefit of ryots may now be regarded as the official and non-official 
creed in India, which was also adopted by the Bombay Registrars’ Con- 
ference in" 1926. 

The Punjab had the honour of giving the lead in this matter, and its 
first co-operative land mortgage bank was started in 1920 at Jhang. In 
the years before the beginning of the depression years the number of 
such banks increased to twelve. The banks were, however, far from success- 
ful, and h. is unfortunate that tlie movement in the Punjab is now at 

l.See Report of the Central Ranking Enquiry Committee, pars. 198-9, and the Pre- 
liminary Report on /gricnltural Credit (Reserve Bank of India), par. 17. 

2 For the earlier history of land mortgage banks, see jf. C. Sinha’fi paper on Land 
Mortgage Banking read before the Indian Economic Conference, Lucknow, 1928. For 
their present position see the Report of the Central Banking Enquiry Committee, pars. 
201-10, note.s on the working of land mortgage banks in the several provinces in The 
Indian Co-operative Review (Jiily-September, 1987), pp. ‘IQS-.IOl, (April-June, 1941), 
pp, 26'5-303, and the /fwjew of the Co-operative Movement in India (19.89-40), pp. 30-40. 

3p. 26.'5. t 
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a standstill. No new banks are being started, and very few loans are being 
granted. The number of old banks has been reduced to ten. The depres- 
sion with the accompanying fall in land values and the existence of the 
Land Alienation Act mainly accounted for their failure, to which the 
defaults of the directors and honorary worker?, who w'ere themselves large 
borrowers, also contributed.^ Attention is being concentrated on recoveries, 
and the question of reorganization of .4hesg banks is receiving attention 
from the Government. , 

Madras came later than the Punjab but has done much better (see §32 
below). Bengal, the United Provinces and Assam have also taken steps to 
inaugurate such banks, and Bombay has already established 18 such insti- 
tutions in selected districts of the province on the model of the national 
farm loan associations of the UnitjCd States.^ In 1935 the Central Provinces 
Government established 10 Co-operative Land Mortgage Banks, guaran- 
teeing capital and interest to the extent of Rs. 50 lakhs. Eleven more 
have since been started. Madras has made the most ri:markable progress 
in this direction and has to its credit over 119 land mortgage banks (see 
§32 below). Progress is slow in Bengal and the United Provinces, each 
of which has only 5 land mortgage banks. One difficulty in Bengal is the 
unwillingness of co-sharers to join in the execution of land mortgage bonds. 
Splitting-up of holdings and high lending rates are other difficulties. 
Assam has 5 land mortgage banks and Orissa 1. Certain Indian States 
such as Mysore, Baroda and Cochin have also established similar banks. 
The movement for the establishment of land mortgage banks has been 
considerably influenced by the success obtained by the land mortgage banks 
(Landschaften) in Germany, and the question of introducing banks on 
this model has received careful study in India, particularly at the hands 
of the Agricultural Commission, the provincial Banking inquiry Com- 
mittees, and the Central Banking Enquiry Committee. 

Certain favourable circumstances for the extension of land: mortgage 
banks have prevailed in recent years, especially since the great depression. 
In the first place, money-Iendqj's in the rural areas are in a mood to com- 
pound their dues by accepting smaller but surer cash payments, and a 
programme of debt conciliation can be carried out by these banks with 
a view to effecting considerable reduction in debt liabilities. In the second 
place, abundant supplies of cheap money have been available in the 
money market on easy terms against sound security.^ This situation was 
somewhat adversely affected by the outbreak of the war in September 
1939. Debentures of the land mortgage banks are not taken up to the 
same extent as before by the public, who weA naturajly hesitant to lock 
up their money for long periods. There was also a limited tendency for 
money rates to be hardened. Nevertheless World War II, unlike the war 

1 Review of the Co-operative Movement fn /ndw {I9S9— '10), p. 36. 

2 The Government of Bombay have issued orders that no new land mortp;a!i;e banks 
should be registered unless the position of the existing land mortgage banks is improved. 

8 See Report of the Bombay Land Mortgage Committee, pars. II-IS. 
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of 1914-18, did not create a tight money market and high interest rates. 
On the whole, conditions sipce the depression (1929) have been favourable 
for organizing land mortgage banks- 
At the same time there is need for caution im organizing such bunks. 
They should be established only after the most careful preliminary inquiry, 
and their constitution and working should be as simple as possible. The 
management should be efficient and punctual. Defaults committed by a 
bad bank may endanger the reputation of good banks and destroy pub- 
lic confidence in debentures. No money should be advanced which is not 
likely to be profitable to the borrower. 

§31. State aid to land mortgage banks.— We need hai-dly emphasize the 
value of state help for the successful working of the land mortgage banks 
in India. State assistance may be given, the form of a guarantee for 
the repayment of both principal and interest, purchase by the Govern- 
ment of a portion of the debentui'es or bonds pledged against land, decla- 
ration of such bonds as trustee securities, t gi'ant of special facilities and 
privileges to the bank as a mortgagee (as in Geimany), the grant of con- 
cessions similar to thosg, enjoyed by co-operative societies, and subsidies for 
meeting working costs.^ In the absence of such state aid, land banks are 
not likely to be able to sell their bonds in the , market ut a reasonable 
price and quote a moderate rate of interest. While the Reserve Bank has 
expressed its reluctance to purchase the debentures of land mortgage 
banks at this stage of their development, it. has rendert:d them valuable 
advice regarding the issue of debentures, provision of sinking fund for 
their redemption, etc.^ 

§32. The Madras and Bombay schemes.— An examination of land mortgage 
banks in the ^provinces of Madras and Bombay, where the technique of 
laud mortgage banking is best developed, will indicate the general lines 
of the constitution, finance and management of such banks, 

(i) Madras scheme.— The real beginning of land mortgage banking 
in India was marked by the e.stablishment in 1929 of the Central Land 
Mortgage Bank in Madras for centralizing the issue of debentures and 
for co-ordinating the primary banks established under a scheme of special 
land mortgage banks sanctioned in 1924-.fi by the Government of Madras.^ 
Under this scheme the Government undertook to take up half the de- 
bentures to the maximum amount of Rs* 2|- lakhs, provided that deben- 
tures of at least an equal amount were taken up by the general public. In 
addition to debentures and deposits (accepted for not less than three 
years), a portion of the working capital consisted of share capital, the 

iTlie ameridraent of the Indian '"(•rnsts Act in 1931 provided for the inclusion of de- 
bentures floated by land mortgage banks in the list of trustee securities, 

2 For particulars regarding the assistance given by certain provincial Governments 
to land mortgage banks, see ((32 below. 

^ Preliminary licporl on Agricultural CrediU pvt. Zl. 

4 See the draft scheme .submitted by tlie Registrar, Madras, in his letter to the 
Secretary to the Government; Development department, 1 June 1924. 
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value ()! the shares being kept low so as to enable the small cultivator 
to join the bank. The formation of tliesc' banks was confined to valuable 
wet areas. 

A limited area of operation/restricted to a group of villages within 
six or seven miles from the headquartere of the bank, was considered 
desirable so -as to en.siire some degree of mutual knowledge and to facile 
tate the identification and valuation o6 th^ land to be mortgaged to the 
bank w'ithout the help of professional experts. Twenty»such banks were 
established by 1929. Of these only eight issued any debentures. In spite 
of Government help, the progress achieved by these banks on the whole 
was poor, mainly owing to their inability to sell their debentures to the 
public. The Townsend Committee on Co-operation (1927-8) examined 
their position and found that jlipy could not make any satisketory pro- 
gress unless a central land mortgage bank were formed with individuals 
and primary land mortgage banks as members, to issue debentures as a 
floating charge on the value of tire mortgages transferred to the central 
land mortgage bank by the primary land mortgage banks. Accordingly 
the Central Land Mortgage Bank was started in December 1929 at Madras 
and was calailated largely to remove a .serious defied of the Madras scheme, 
namely a number of scattered, unco-ordinated and small land mortgage 
banks, flooding the market with competing issues. The Government of 
Madras have given facilities to the Bank, such as a guarantee for interest 
up to six per cent on all debentures floated by the Bank in the first five 
years up to the limit initially fixed at Rs. 50 lakhs— this limit has since 
been successively raised and now stands at Rs. ,310 lakhs— but for the full 
term of the issues, loan of the services of two Deputy Registrars to inspect 
local mortgage banks and of ten Sub-Deputy Registrars, in the first instance 
for a period of three years, to assist in all inquiries on behalf of the local 
land mortgage banks, and a subsidy of R.s. 25,000 for working expenses. 
To stifeguard their interests, the Government ai'e represented on the 
Board by the Registrar, who is also appointed trustee to the debenture 
holders, and by a nominee of fihe Registrar approved by the Government. 
Apart from leading co-operators, commercial magnates and public men 
in the Presidency were included in the first Board of Directors of the 
Central Land Mortgage Bank, whose debentures evoked a fair response 
from the investing public. Up to 30 June 1940 the bank had floated de- 
bentures to the extent of Rs. 2.64 crores, of which Rs. 1.95 crores were 
outstanding on that date. On 30 June 1941, the total amount^of deben- 
tures in circulation amounted to Rs. 2.43 crores. 

The Bank’s career has been one of fair an5 steady progress excepting 
for the lull during 1931-2, which was an exceptional year of severe 
financial stringency. There were at the end of June 1940, 119 primary land 
mortgage banks affiliated to the Central Land Mortgage Bank. The deben- 
tures are so highly valued that they could be floated at 3 per cent before 
the outbreak of the war. Following the changes in the money market 
created by the war, the rate of . interest bn the debentures was raised by ^ 
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per cent. The lending rate to the primary land mortgage banks was raised 
to 5 per ,cent and that to the wltimatG borrower to 6 per cent. The 119 
primary land mortgage banks in the province cover 18,021 villages and 
have so far lent Rs. 3 crores to their members.^ The Madras Co-operative 
Land Mortgage Bank Act (1934) empowers , the Local Government to 
guarantee the debentures, the principal as well as the interest on them, 
floated by the Central Land Mortgage Bank and gives the bank clfective 
powers to collect^from defaulters, and removes several legal impediments 
hampering the successful working of these banks. 

Madras has thus achieved comparatively the gi'eatest success in the 
new field of land mortgage banking and serves as a model for other pro- 
vinces and States. 

(ii) The Bombay scheme.— In September 1926 the Government of 
Bombay approved of the draft scheme prepared by Mr J. A. Madan, I.C.S., 
the tiien Registrar. The Government approved of the registration of three 
land mortgage banks for Dharwar, Broach and East Khandesh (Pachora) 
districts (on the model of the national farm loan a.ssociations of the 
United States) as an experimental measure, to be financed provisionally 
by the Bombay Provincial Co-operative Bank, and agreed to buy its de- 
bentures worth Rs, 2 lakhs carrying 4 per cent interest. The Provincial 
Bank set up a separate land mortgage department for carrying out its 
new duties, 

The experiment in Broach District proved vei 7 encouraging although 
a scrutiny of the working of these banks by the Bombay Land Mortgage 
Committee revealed certain defects, such as defective estimates of the 
repaying capacity of borrowers, in the case of the Pachora and Dliarwar 
banks. But as the Bombay Land Mortgage Committee pointed out, these 
were not insuperable objections militating against the success of these 
banks. The Committee therefore strongly urged the extension of land 
mortgage banks in the various districts of the province and formulated 
an improved scheme, making provision for the establishment of a sepa- 
rate central land mortgage bank (corresponding to the ‘ federal land 
bank’, uqder the American system) for issuing debentures. The Bombay 
Provincial Co-operative Bank, whiclr receives short-term deposits from 
the public and serves as an apex bank for the ordinary primary credit 
societies and district central co-operative banks granting short-term loans, 
is entirely unsuitable for financing primary land mortgage banks. Besides, 
the latter is a special type of business which requires distinctive handling 
and expert staff.® 

3 See Ihe Anmial Report of the Registrar lot I93SM0, pars. 20 aiirl 21, and 

article by C. G Meiion on ‘The Madras Co-operative Central Land Moiigage Hank’ 
in The Indian Co-operative Review (April-Jime 1941). 

2 See Report of the Bombay Ijind Mortgage Committee, par. 21. Tlie undesirability 
of provincial co-operative banks undertaking the supply of long-term land mortgage 
credit is well brought out in an instructive article on ‘The indiim Provincial Co- 
operative Banks' in The Indian Ca-operative Review (April-June, lO-ll). 
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The Government of Bombay gave effect to die recommendations of 
the Land Mortgage Committee in the year 1935 and a number 9! primary 
land mortgage banks have been registered since I April 1935. The area 
of operations has been restricted to places whicli are less lialile i;o scarcity 
and lainine and where the co-operative movement has made appreciable 
progress. At the same time steps were taken to constitute a new central 
land mortgage bank. Accordingly the Bombay Provincial Co-operative 
Land Mortgage Bank was formally registered on 7 Decepiber 1935, under 
the Bombay Co-operative Societies Act, the late Sir Lalubhai Samaldas 
being the first president of the bant. 

The main functions of the new apex bank are to finance the primary 
mortgage banks— all of which are now affiliated to the apex bank— by 
issuing debentures, to inspect tlieir working and to give them advice and 
help. In the budget , session of 1935, the Bombay Legislative Council 
passed a resolution authorizing the Government to guarantee both the 
principal and interest of the debentures to be issued by the bank to the 
extent of Rs. 50 lakhs. During the year ending 30 June 1938 the bank 
floated the first series of debentures of Rs. 20 lakhs at 3J per cent; tlie 
second series of debentures to the extent of K,s. 10 lakhs was issued at 
3| per cent in 1939-40.1 Arrangements have been made for sinking funds 
in respect of each separate issue of debentures. The fulfilment of the 
obligation of the Bank towards the debenture holders is secured through 
a trustee appointed by the Government. These debentures have been de- 
clared trustee securities and appear to be a popular line of investment 
to insurance companies, banks and private individuals. 

The Provincial Land Mortgage Bank advances loans to agriculturists 
through the primary mortgage banks on the security of their lands. The 
primary banks have to investigate the title to lands, income, and the 
repaying capacity of the agriculturists. Loans are given only to members 
on the recommendations of the Board of Directors of the primary banks, 
submitted to the Provincial I -and Mortgage Bank. The maximum amount 
of such loans to individual members is restricted to Rs. 10,000. Subject 
to this maximum no member can receive from the primary bg,nk a loan 
exceeding tsvcrity times his paid-up shai-e capital in the bank, or half 
the value of his immoveable property given in mortgage to the bank. No 
loan can be granted for a period exceeding 20 years. Sanction of the 
Registrar is necessary for all the loans from the Provincial to primary banks 
and from the primary banks to individuals in the initial stages. Interest 
on loans granted by the bank is not to exceed 1-J per cent over the rate 
(4?r per cent) charged by the Provincial Land' Mortgage Bank. The mem- 
bers of the primary banks are thus able to borrow at 6 per cent, a rata 
substantially loxver than the existing onerous rates of interest ch;)rgcd 
to agriculturist borrowers by money-lenders. This should in itself go a 

iSee the Sixth Report by the Directors of the Bombay Provincial Co-opei-itive Land 
Mortgage Bank, Ltd., dated C September 1941. . 
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long way to reduce the existing liabilities of the debtors. Repayment of 
the loan , IS to be either by .equal annual instalments of principal, 
interest being calculated on the amount outstanding from time to time, 
or by equated annual instalments including botlv principal and interest. 
The land mortgages taken by the primary banks are assigned to the 
apex land mortgage bank as security for the loans advanced by the latter. 
Thus the security for the bank issviing the loans is ample. 

To begin with^ loans have been advanced mostly for the redemption 
of old debts. As long as relief from indebtedness is the immediate and 
pressing need of the agriculturist, this feature of ' the business is bound 
to persist. The bank negotiates with money-lenders and creditors through 
private conciliation boards, taking advantage of the anxiety of the lender 
for the repayment of his money in order to effect a reduction in the 
amount to be repaid. The outstanding loans due frpm the primary banks 
increased from Rs. 23.88 lakhs to Rs. 27.93 lakh.s in the year ending 30 
June 1941. 

Apart from the substantial assistance in the shape of a guarantee of 
both principal and interest on the debentures floated by the Provincial 
Go-operative Land Mortgage Bank, the Government of Bombay have 
agreed to grant the following concessions : (a) exemption from (i) stamp 
duty, (ii) registration fees, and (iii) income-tax on the profits of* the 
bank and dividends on shares, as in the case of other co-operative socie- 
ties, and (b) the grant of an annual subsidy to cover any deficit which 
may occur in the working of the bank in the first three years up to a 
maximum of Rs. 10,000 in tire first year, falling to Rs. 6,000 in the third. 
This is in addition to the cash subsidy of Rs. 5,000 per annum to the 
primary banks with a view to enable them to meet part of the cost on 
account of the employment of land valuation officers lent by the Govern- 
ment to the banks. To safeguard their interests and generally to ensure 
the sound working of the banks the Government are represented on the 
board of the apex bank by tire Registrar, and on the boards of primary 
banks by a nominee of the Registrar. These concessions have been modelled 
on the lines now in operation in the Madras province. 

The membership of the Provincial Land Mortgage Bank is open to 
individual persons as well as primary banks and co-operative societies. 
Although this composite membership is a departure from the strict ortho- 
dox co-operative pattern, the inclusion of individual members is to be 
welcomed, since their presence will ensure better confidence in the bank 
on the part of the investing public and secure strict adhesion to business 
principles. Any tendency towards dividfcnd-hunting is prevented Ijy the 
by-laws which require 25 per cent of the net profits to be carried to the 
reserve fund and restrict the maximum dividend payable on shares to 
0-} per cent. Moreover, provision has been made for giving adequate 
representation on the board of directors of the apex bank to the primary 
banks, which are authorized to elect five directors (out of a total of 15), 
voting by groups in five constituencies. 
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The membership of the primary land mortgage banks is not restricted 
to borrowing members only. The non-bdrrowing shareholders arc given 
separate representation on the board of directors. The by-laws of the pri- 
mary land mortgage ba'nks provide for the nomination of the board of 
directors by the Registrar for the first three years.^ 

§33. Operations of land mortgage banks.®— The operations of land mortgage 
banks in India during 1944-5 are illnStratssd by; the follotving statistics : 


Number of Banks or Societies . . . . » . . 

289 

Number of members 

138,709 

Rs. 

Share capital . . . . 

51,28,197 

Debentures from the public 

3,74,59,432 

Debentures from Governm«n4 

5,99,517 

Deposits . 

17,88,377 

Reserve and other Funds 

28,62,7.34 

Loans . . . . . . .... 

3,01,40,007 

Total working capital . . 

7,79,78,264 

Loans made to 

Individuals 

39,68,037 

Banks and Societies 

38,77.304 

Profit . . . . . . . . . . 

4,98,539 


§34. Limitations of land mortgage banks.— There is great need for cau- 
tion in dealing with this admittedly difficult and delicate problem of 
rural credit. Great care needs to be taken to avoid bad debts and arrears. 
‘ Where the primary banks are cautious, the provincial htank must be 
doubly cautious, for it is the financial foundation of the whole organiza- 
tion.’ 

We must clearly realize certain inevitable limitations of the land mort- 
gage banks. In the first place, it is evident that they cannot transfer to 
themselves the entire agricultural debt. The maximum limit on loans, 
and other restrictions on them, which are essential, the possession of the 
tangible security of land and the careful selection of borrowers in them- 
selves make such a transfer impossible. Secondly, the land mortgage banks 
can only reduce the burden of debt by transferring it to themselves and 
by reducing the interest rate : they cannot remove it altogether.® Only the 
prudent cultivator will benefit by the facilities granted for the liquida- 
tion of his debts in small instalments. Unless practices all-round thrift. 


r.See By-laws of the Bombay Provincial Co-operative Land Mortgage Bank, Ltd., 
and By-laws of the Primary Land Mortgage Bank (Leaflet LL). 

2 Statistical Statements Relating to the Co-operative Movemerit in India for the years 
mi-2 and m2-?, pp. SZ-Z. 

3 It is, however, ratlier an unpleasant revelation that debt conciliation and land 
mortgage credit, instead of being complementary to each other, are tending to be 
competitive, and that well-meant debt relief legislation is hampering the progress of 
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avoidii unpibduc(,ive debts especially for ceremonial expenditure, and 
makes eli'orts to increase his eafnings, the prospects of the entire elimina- 
tion of old debts are not bright. In order that the agriculturist should 
be enabled to improve his earning capacity a comprehensive scheme of 
economic planning and rural reconstruction ’ is necessary, 

I’lie Reserve Bank of India has pointed out^ the risk which land 
mortgage banks are runijing 4n cfevoting their almost exclusive attention 
to tlie lic]uidaticxi of old debts of their members. The main purpose of 
the long-term loans raised on the security of land should be the improve- 
ment of land and agriculture and the introduction of better methods of 
cultivation. These banks are rightly advised to take a greater part in 
supplying finance, at a lower rate than loans for other purpose.s, for land 
and agricultural improvement in co-«>j:vsi'ation with the Agricultural 
Department. It is also a good plan that the person, whose debt is to be 
paid by the land mortgage bank, should be made to serve a period of 
probation with a good primary agricultural credit society and that even 
after the land mortgage bank has advanced him a loan he should continue 
to be a member of a mul ti-purpo.se society, .so that the regular payment 
of his instalments may fee ensured by a proper supervision of his acti- 
vities. Some such arrangement is all the more necessary having regard 
to the unwelcome tendency towards the growth of overdues even in the 
base of land mortgage banks. Lastly land mortgage banks should estab- 
lish close contacts with all other agencies working for the economic uplift 
of the farmer and become part of the wider movement towards rural 
reconstruction. 

§35. Commercial land mortgage banks.— The Central Banking Enquiry 
Committee aqd the Agricultural Credit Department of the Reserve Bank 
of India have recommended the development of well-organized commer- 
cial (joint-stock) land mortgage banks in this country for the benefit of 
tire numerous classes of landowners who cannot be adequately served by 
the co-operative credit organization. Provincial Governments might assist 
such banks by providing a portion of the rinitial capital, and by guaran- 
teeing the interest on the debentures issued by them. The need for such 
mortgage institutions is particularly felt in provinces where Permanent 
Settlement prevails. Such banks should undertake the redemption of debts 
of the landlord class and finance their long-term requirements.® 


land mortgagp banks in several provinces. Surely this anomaly should disappear. The 
Indian Co-operative Tlevieiu (April-June, 1941), pp. 216-17; .See also §32 (ii) and 
ch. ix. §10. 

XStalutory Report on Agricultural Credit, pars 27-30, and Xet/iew of the Co-opera- 
tive Movement in India 09S9~Aiy), pp, 38-9. 

2 See Report of the Central Banking Enquiry Committee, pars. and the Reserve 

Bank's Preliminary Report on Agricultural Credit, par. 19. 



CHAPTER XI " 


THE STATE /]V RELATION TO AGRICULTURE 

^l, 'I'he evolution of the Agricultural Departments.— The idea of improving 
agriculture by means of a special Governmsnt department was first moot- 
«l in connexion with the Orissa famine of 1866. It w«s later on taken 
up by Lord Mayo’s Government, but materialized only in 1884 as a result 
of the recommendations of the Famine Commission of 1880, and, let us 
also add, of the representations of the Lancashire cotton industry which 
was interested in the growth of long-staple cotton in India. Agricultural 
Departments were established in» tire various provinces under Directors, 
Dejruty Directors, Superintendents and Overseers. Although the earlier 
idea was to take up agricultural inquiry, famine relief and land im- 
provement, little was done beyond a certain amount of statistical work. 
Unfortunately the Departments were saddled with a good deal of work 
not properly belonging to them, for example th^ work of keeping land 
records and the supervision of land registration. oThey were further handi- 
capppd by the meagre grants allotted to them. We have already referred 
to the visit of Dr Voelcker in I889.i He held the opinion that Indian 
agriculture was not so primitive and backward as often alleged, but that 
it was ill-equipped from the point of view of modern agricultural practice, 
and he emphasized the value of agricultural education and improvement. 
In 1892 an agricultural chemist to the Government of India was appoint- 
ed. The finances of the Departments were in the meanwhile improved 
by the princely donations given by H. Phipps, an Americaji visitor, and 
Sir David Sassoon. In 1901 an Inspector-General of Agriculture was ap- 
pointed to advise the Imperial and Provincial Governments. This for 
the first time gave the Imperial Agricultural Department the services of 
an expert head in agricultural matters. The post was abolished in 1912 
and its duties were entrusted the Director of the Agricultural Research 
Institute, Pusa, who was also until 1929 the Agricultural Adviiser to the 
Government of India. The Pusa Institute was established in 1.903, to- 
gether with a college for more advanced training and special short practi- 
cal courses. It was in 190.5 that, thanks to the tireless zeal of Lord Curzon, 
the organization of the Departments was greatly improved, they were 
relieved of the extra work with which they, had been burdened,^ and larger 
funds were set apart for the development of agricultural experiments, re- 
search, demonstration and instruction. , The Agricultural College at Poona 
was started in 1908 together with a re.seardi institute to ‘relieve the con- 
gestion in the Agricultural classe.s attached, since 1878 to the Science 
College, Poona. In .subsequent years similar colleges were established at 
Cawnpore, Nagpur, Lyallpur, Coimbatore and, more recently, Bapatla. 

lAnte, p. 2PS. 



S2G INDIAN ECONOMICS 

As a result of the extension in recent years of the use of agricultural 
machineryj especially for irrightion, agricultural engineers have been 
ii.])jx)intccl to advise cultivators and to arrange for the’ installation of the 
necessary machinery. I.,astly, an all-India Board of Agriculture was found- 
ed in 1905 with the object of Ijringing the provincial Departments more 
into touch with one another, so that they could discuss at their annual 
meetings programmes of ^ work and make recommendations to the Gov- 
ernment of Indi». The centralized control by the Government of India 
over provincial Departments was considerably relaxed as a result of the 
Reforms of 1919, and since 1921 agriculture has been under the control 
of provincial Governments. The Central Ministry of Agriculture now 
concerns itself only with agricultural problems of all-India importance, 
and maintains the following institutions (i) the Agricultural Research 
Institute, which was transferred from Pusa to Netv Delhi in September 
1936 ; (ii) the Imperial Institute of Veterinary Research, Muktesar ; (iii) 
the Imperial Institutes of Animal Husbandry and Daiiying, Bangalore 
and Wellington ; (iv) the Imperial Cattle-breeding Farm, Karnal ; (v) the 
Creamery at Anand ; fvi) the Imperial Canc-breeding Station, Coimba- 
tore ; and (vii) the Sugar Bureau, originally at Pusa, but transferred to 
Cawnpore in 1931 and placed in charge of a Sugar Technologist. , The 
advisory functions of the Agricultural Adviser to the Government of 
India,' who was previously resiaonsible for the administrative control of 
these institutions, have been transferred to the whole-time members of 
the Imperial Council of Agricultural Research, which was established in 
July 1929 in accordance with the recommendations of the Royal Com- 
mission on. Agriculture.® As recommended by the same body, separate 
directors have, now been appointed for the Imperial Institute of Agri- 
cultural Research, Delhi, and the Imperial Institute of Veterinary Re- 
search, Muktesar. The post of Agriculniral Adviser to the Government 
of India was abolished in October 1929. The Imperial (now Indian) 
Council of Agricultural Research has also assumed responsibility for the 
agricultural publications previously edited* by the Agricultural Adviser 
and the Ooundl of the Pusa Research Institute.® Reference has already 
been made to the creation of the post, in April 1934, of Agricultural 
Marketing Adviser to the Government of India, who is the head of the 
central marketing section of the Indian Council of Agricultural Research. 

To supplement the work of and co-operate with the Agricultural De- 
partments, , certain other bodies have been started, c.g. the Agricultural 
Associations in the various ^provinces; In recent years ellorts have been 
made to co-ordinate* the work of rural development, including agricultural 

1 Foi' the word ‘ Imperial ’ the word ' Indian ’ has now been substituted in the designa- 
tion of .all the.se all-India institutions, 

2 See §10 below. 

3 The Research Council at present publishes three journals. The Indian Journal 
of Veterinary Science and Animal Husbandry, The Indian Journal of Agricultural 
Scienccj and Agriculture and Live-Stock in India. 



THE STATE IN RELATION TO AGRICULTURE 327 
improvement, by setting up in many provinces and States provincial or 
State rural clevelopnicnt or village uplift boards consisting of^the heads 
of Departnuiuis connected with rural development such as Agriculture, 
Co-operati(m, Irrigation, . Industries, Forests, Education, Public Health, 
etc:., Jind also oJ: non-officials. The best illustration of the policy of using 
both the Clo-ojrerative Department and the non-official machinery for pro- 
moting the work of the Agriculturab Department is furnished by the 
provinces of Bombay and the Punjab, where tfre work„of rural develop- 
ment has been transferred to the Registrar of Co-operative Societies, who 
in Bombay is also designated as the Director of Rural Development (see 
§7 below). Bombay has, besides, Talulca Development Associations in some 
of the talukas. 

§2. Functions of the Agricultvjral Departments.— The provincial Depart- 
ments of Agriculture ” carry on experiment and research on agricultural 
farms and in laboratories, and organize propaganda to secure the adop- 
tion of new methods and improved implements. They’ also concern them- 
selves with the introduction of new and artificial manures and the pro- 
duction, maintenance and distribution of pure speds of improved varie- 
ties of crops. Demonstrations are conducted on Government farms or fields 
of cpltivators. 

In our survey of the principal crops of India, we have already noticed 
the useful work that has been done by the Agricultural Department, 
especially with reference to wheat, sugar-cane, groundnut, cotton, tobacco 
and fodder crops. Jute, potatoes, rice, etc. are some of the other important 
crops which are engaging the attention of the Department. The follow- 
ing table gives the area in acres under the principal improved varieties 
of crops in ‘ British ’ India and Indian States so far as information is availa- 
ble.i 


Crop 

1928-9 

1935-6 

1937-8 

Cotton 

3,963,991 

5,059 932 

5,671,559 

Wheat 

4,126,905 

6,970.835 

6,930,068 

Rice 

976,913 

3,669,097 

3,758,947 

Jute 

1,143,66.5 

1,121,019 

1,781, 069 

Sugar-cane ... 

499,890 

3,244,336 

2,855,379 

Other crops® ... 

1,464,528 

2.118,424 

2,979,041 

Total... 

12,175,892 

22,183,663 

23,976,063 


The table shows that the area reported to^be under improved varieties 
in the year 1 937-8 was nearly double as compared to* the area in 1928-9. 
This has appreciably increased the annual yield of the agricultural crops 


1 Raviai) of Agricultural Operations in India (1928-9), p. H and Agriculture and 
Animal Husbandry in India (1937-8), p. I.*!. Figures for 1928-9 and ISSS-fi are inclu- 
sive of Burma. 

2 Includes gToundnuis (417,442), millets (347,200), gram (83,762), potatoes (20,996), 
etc, in 1937-8. 
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of the coiintiy. This is welcome so far as it goes, but it does not go far 
enough. Tfic vastness of the grdund yet to be covered will be seen when 
we reflect that, out of the total sown area of 73 million acres under rice, 
less than four million or 6 per cent is under high-yielding varieties of 
paddy, though the position in jcespect of wheat, cotton and jute is more 
satisfafitory. in recent years the area under improved varieties of paddy 
and sugar-cane has showg a oonsiderable increase thanks to the research 
work on rice and^cane now being done under the auspices of the Indian 
Council of Agricultural Research. The Advisory Board of the Imperial 
Council of Agricultural Research at its meeting in March 1942 adopted 
a proposal to place an additional one million acres under improved varie- 
ties of rice in the next three years having special regard to the public 
demand that India’s dependence on Bumna rice should be reduced pro- 
gressively and to the facts revealed in the marketing survey of rice. The 
relatively satisfactory situation in respect of cotton is due to the work 
of the Indian Central Cotton Committee which has its own separate 
finances. This indicates tlie neces.sity of creating bodies for the improve- 
ment of other crops a* well. The Agricultural Commission emphasized 
the need for such a committee for jute, and it was established in 19.36. 
The, All-India Crop Planning Conference (1934) recommended , that 
machinery should be provided for the systematic and continuous study 
of the problems relating to the cultivation of India’s more important 
crops such as wheat and rice through the agency of special appropriate 
committees. This recommendation was accepted by the Government. 'There 
was a long-standing complaint that the Agricultural Department was con- 
centrating its reforming energies on the export crops, to the comparative 
neglect of nomexport crops like jowar, bajra, fruit and vegetables, which 
are quite as important both from the point of view of food requirements 
of the population and the profit of the agriculturist. The Indian Council 
of Agricultural Research is, however, now devoting increasing attention 
to some of tliese requirements, especially the development of fruit-growing. 
For example, in the Bombay province the Council has financed important 
investigations on the conditions under which the principal Indian fruits 
can be stored and transported. 

§.3. Demonstrations of new methods and improved implements.— In addition 
to the economic work on crops, research and investigation, have been 
set on foot under departmental auspices bearing on fundamental prob- 
lems of agy cultural chemistry, agricultural bacteriology, plant pathology, 
mycology and entomology. Among the investigations in progress may be 
mentioned those derding with the lime requirements of soils, the reclama- 
tion of saline lands, the conservation of soil moisture, dry farming, the 
fixation of nitrogen, the manufacture of artificial farmyard mamire, the 
nitrification of manures in the soil, the utilization of the sources of natural 
indigenous phosphates, the detection of adulterants in ghee, animal nutri- 
tion, the mosaic disease of sugar-cane, and the control of jsosts infesting 
food-grains. 
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In Western coiiutries the great utility and educative value of agri- 
cultural shows and exhibitions is well Understood and the enormous 
expenditure on them is regarded as excellent investment, India has only 
just begun to realize tile importance of holding periodical shows. The 
first Boudray Presidency Agricultural Show held at Poona in October 
1920 was the largest ever held in Asia. Besides holding such big shows 
as freqiuaUly as possible, simdler shows" foi^ divisions, districts and talu- 
kas must also be organized so as to give full recognitiGii to variations 
in local conditions and needs, and to carry the le.ssons of the shows to 
every nook and corner of the country. 

The Agricultural Department.s are thus doing useful work in various 
directions and are gradually gaining in knowledge and experience. The 
progress of reform, however, ha?, been vei'y slow. This is to be attributed 
to some extent to red-£hpism, and this the Agricultural more than eveiy 
other Department must endeavour to shake off. More important reasons, 
however, are the inadequacy of the capital at the command of the agri- 
culturist, the insufficient irrigatiohal facilitie.s and the general ignorance 
and conservatipi of the people. To these must bo added the paucity of 
funds placed at the disposal of Agricultural • Departments. The net 
expenflilnre of the Central and the Provincial Departments of Agricul- 
ture amounted, during the year 1939-40, to less than Rs. 3 crores as 
compared to the total expenditure of about R.s. 214 crores, which means 
that a very small percentage of the revenues of the country is spent on 
the development of its chief and basic industry. This stands in marked 
contrast with the very liberal expenditure on agricultural improvement 
in foreign countrie.s, such as the United States of America and Japan, 
The improvement in the budgetary position before the out})reak of the 
war in 1939, the lively interest in agricultural matters shown by Lord 
Linlithgow as Viceroy, and by the Ministers of Agriculture in the Con- 
gress Governments in the provinces (before their resignation in 1939), 
the urgency of new agricultural pi’oblems created by the war and the 
present food scarcity have galvanized the Agricultural Departments into 
unwonted activity. ’ 

§4. Other items of state aid.— Other items of state aid may be briefly 
reviewed, 

(i) Land policy.~The salient features to be noticed in this connexion 
are the .security of title to the land conferred upon agriculturists and the 
protection granted to tenants in zamindari and more recently, in other 
areas by special legislation. (See chapter xii.) Ajnong other privileges con- 
ferred by the state on the cultivator has been that of ff^edora of transfer 
which, ho^vever, as we have seen, has not proved an unmixed blessing 
and has had therefore to be restricted by special legislation. Land 
revenue policy will be examined iri a separate chapter. State assistance 
in the shape of direct Government construction of. irrigation works and 
the grant of takkavi loans to enable the agriculturist to undertake various 
permanent improvements on his own behalf have already been discussed. 
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(ii) Tariffs.~One aspect o£ tariff manipulation, niiniely, export duties 
on food-^tufl's, raw materials and manures, has been discaisseil and the 
bearing of the various proposals in this connexion on agricnllural pros- 
perity has been made sufficiently clear. As regards import tlmios, the 
question assumed some importance in the years before the 193&--45 war 
owing to the competition of Australiair wheat in the Indian -markets. The 
Wheat Import Duty Act of 193'!,* which was renewed in subsequent years, 
was intended tOt give relief to the Indian wheat-grower. A more import- 
ant case is that of the Indian sugar industry, which has already been 
examined above. The refined sugar industry is of sufficient national im- 
portance to justify the protective import duties levied in 1932 as recom- 
mended by the Tariff Board. The Indian rice-grower also had to be 
‘protected against the imports of cheapebjoken rice by the levy of an im- 
port duty in 1935. The present food shortage has moinpletely changed the 
nature of the problem. Far from discom-aging imports of foodstuffs, 
India is desperately anxious to secure them at almost any price. 

The part played by the state in the spheres of credit equipment, co- 
operation, and marke^ng has already received detailed treatment in pre- 
vious chapters. • 

§5. Agricultural education.— The general pifindples governing the pro- 
blem of rural education in its relation to agricultural efficiency have been 
already indicated. It now remains to give some account of the educational 
machinery provided by the state.^ 

(i) Agricultural colleges.— There are at present six coHcge.s established 
in different provinces, viz. at Poona, Coimbatore, Bapatla, Nagpur, Cawn- 
pore, and Lyallpur, and more are likely to be started all over the country in 
the near futyre. These colleges arc intended to train the future personnel 
of the Agricultural Departments as well as to provide teaching in modern 
methods for those actually engaged or intending to engage in farm- 
ing, cither as land-owners or agents. Moreover, they are the provincial 
centres for scientific research in agriculture. Apart from full degree 
courses, the colleges also provide short courses of one or two years lead- 
ing up to a diploma or certificate in agriculture. These courses arc meant 
for practical ugricnlturists, but incidentally they also afford a rcjcruiting 
ground for appointments to the subordinate agricultural service. Post- 
graduate training in agriculture is provided for at the Indian Agri- 
cultural Research Institute, New Delhi. 

(ii) Agricultural middle schoals.—Th^ agricultural vocational middle 
schools are intended to give special training to the sons of fanners. Agri- 
cultural middle sdiools arc, strictly speaking, technical or craft schools 
providing a course in agriculture of a practical character, and receiving- 
pupils at about the age of 13 after they have undergone a course of general 

tFor a detailed account of the system o£ rural education prevalent in India, see 
Agricultural Commission Report, Minutes of Evidence, vol. I, ))p. IM-18, Memorandum 
of J. A. Richey, Educational ConuAissiotter ; with the Government of India ; Report, 
ch, ,xv; Agriculture and Animal Husbandry, in India (19.37-8), pp. ZVZ-tiS. . 
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ediicai.ioa. In tlujse schools, education is imparted in the local Indian 
languas’e. I he ob ject is to send the piipils’bacl^ to their land so ^hat they 
may utilize their triiining in cultivating it moi'e efficiently, but it is feared 
that this object is geiu^ftilly not attained. Other complaints are that ad- 
mission to these schools is not sought by agriculturists with any noticeable 
eagerness, tlutt they are too expensive and are an artificial addition to the 
educational system and in no way a natural development of it, though 
Bombay claims that these schools have proved a succesi. 

(iii) Agriculture as a subject in the general ctoncwZum.— Practical 
instruction in agriculture is not attempted in the primary schools, which 
are content with providing for simple nature study intended to create 
a general bias in favour of life in the villages. Agricultural or Rural 
‘Bias ’ Schools are being increasingly recognized to be an important step 
towards adapting the educational system to the needs of the rural com- 
munity, and in the Punjab and the United Provinces definite action has 
been taken to see that teachers are properly trained,’ Similarly in the 
Bombay province 9.3 schools have recently started classes with an agri- 
cultural iiias, and tiie majority of students are reported to have taken 
to agriculture in their respective villages. Further extension of these 
sdiools is made difficult owing to lack of trained teachers. 

Instead of starting agTicultural middle schools like the other provinces, 
the Punjab has introduced the teaching of practical agriculture iii the 
vernacular middle schools, so as not to debar students taking agriculture 
from proceeding to a higher .stage of education if they desire to do so. 
Farms are attached to schools where agriculture is taught, and have 
generally met with considerable success, and the whole scheme is likely 
to be adopted by other provinces as well. The Agricultural^ Commission 
showed marked hostility to the Bombay type of school mainly on the ground 
of disproportionate expense and a strong preference for the Punjab type 
as pointing to the true solution of the problem of relating the instruction 
given in middle sdiools in rural areas to their environment. They hoped 
that these schools would develop into rural community centres. As regards 
high sdiools in rural areas, the Commission recommended the* addition 
of a more advanced course in agriculture to their curricula. It may be 
added here that agricultural classes were attadied to three High Schools 
at Satara, Bijapur and Godhra respectively in the province of Bombay 
in 1939-40. Special agricultural training courses in different aspects of 
agriculture, e.g. poultry-farming, horticulture, etc., are also arr|ingecl for 
the benefit of cultivators and are becoming increasingly popular.^ 

The reorientation of educational policy on the lines of the Wardha 
scheme is likely to have far-reaching effects on agricultural education in 
the country. (See ch. viii, §2 ante.) 

'I’hc account given above shows that although the Government have 
done something for agricultural development in this country they can 

Ti- Annual Reporl. of the Department of . Agriculture, Bombay (IM9-4(i), pars. 75-6. 
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do much more. Nor has the educated class yet learnt properly to appreci- 
;j.u; the v<ital importance ot, agrfculture. Social workers have so far devoted 
almost cxdu.sivc attention to towns and their problems. The work started 
by .some societies like the Servants of India Society in backward rural areas 
is juomisingj but it needs to be carried out on a large scale. In order to 
cii.surc continuity of policy and steady pressure over a long period, work 
done through properly, organized societies is preferable to individual 
efiort.i Most Indian universities have hitherto neglected the study of agri- 
cultural economics except at the agricultural colleges. As the Agricultural 
Commission pointed out there are two directions in which the universities 
can make themselves useful, firstly, in regard to such technical matters as 
economic surveys of social conditions and, secondly, in imbuing rural 
communities with ideals of leadership and service.® 

§6. Village uplift: the Gurgaon experiment. ~A.s »the Agricultural com- 
mission truly remarked, no substantial improvement in agriculture can be 
effected unless the cultivator has the will to achieve a better standard 
of living and the capacity, in terms of mental etpiipment and of physical 
health, to take advantage of the opportunities which science, wise law.s 
and good administration may place at his disposal. Of all the factors 
making for prosperous agriculture, by far the most important is the outlook 
of the peasant himself. The demand for a better life can be stimulated 
only by a deliberate and concerted effort to improve the general condi- 
tions of the countryside, and the responsibility for initiative in this matter 
rests with the Government. What is required is an organized and .sus- 
tained effort by all those departments whose activities touch the lives 
and the surroundings of the rural population.® The sympathy, interest 
and active sjupport of the general public are also es.sential. The whole 
weight of those who seek to guide the villagers should be thrown into sug- 
gestions as to how by corporate action they can improve the amenities 
of the village. In order, however, that the cultivator should revive the 
ancient tradition of concerted action for the improvement of the village 
and its surroundings, enlightened ]eaclers.hip is necessary. One way of 
providing this is by instilling ideals of village improvement into the 
thou.sand.s of village officials and dignitaries such as the patel and patwari. 
Another solution is the system of village guides inri'oduced by F. L. 
Brayne in the Gurgaon district in the Punjab. The idea i.s that it would 
be an advantage to the cultivators to have some one reliable inc}ividu.al 
to look up to instead of a bewildering multiplicity of agencies. He would 
act as a channel through which the advice of experts in the various de- 
partments would ipass on to the villagers. 

But village guides will require tlie constant stimulus of new ideas and 

i Jgrk-ultural Commission Report; 421;... :, Sibicl., par. 42(J. 

3 ibid., par. 423. Mr Brayne gives an . account o£ the Gurgaon experiment and ex- 
plains liis metbods of rural uplift in his books: Village Uplift in India (1927), Hu- 
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their work will need to be encouraged and appreciated i£ they are not 
to lapse into inactivity. The Gurgaon uplift scheme therefore attempted 
to supply ‘ a strong’ central driving force that will encourage enthusiasm, 
develop public spirit, and provide suitable material for active workers 
in their campaign in favour of the improvement of village life 

In his Rusticus Loquitur Mr (now Sir Malcolm) Darling took occa- 
sion to review Mr Brayne’s work in Gwr^apn and make comments, sym- 
pathetic in tone, but damaging in substance.^ I’he Gmgaon experiment 
was novel in the sense that ‘never before in any part of India was pro- 
paganda for village improvement used so intensively and over so wide 
an area, never before combined with such full use of official authority 
It was hoped that it would serve as a valuable object-lesson for similar 
attempts elsewhere. Unfoi'tunatejy, however, the experiment did not pros- 
per in the manner expscted by its originator. One important reason for its 
failure was that, while the whole programme of improvement was practi- 
cally forced on the reluctant but docile villager, not all its details had 
been carefully thought out. Again, the village guides who were expected 
to act as village leaders were ‘ hurriedly selected insufficiently trained’ 
and ' inadequately supervised and on account, of their extreme youth 
and ignorance they failed to command influence with the villagers. It must 
further be admitted that sufficient account was not taken of the diversity 
of local conditions. The fact was that Mr Brayne was anxious to achieve 
something great and to achieve it quickly. Within the short period of 
his Deputy Coramissionership he was determined to cure for ever the 
squalor of the villages and ‘ e.stablish a fait accompli to the satisfaction 
of the district and of the world at large A superficial and inadequate 
study of the relevant circumstances of every village to which the reforms 
were applied was the necessary consequence. Another cause of the partial 
collapse of the experiment was that there was too much intensive but 
crude propaganda and too little real teacliing. 

The Gurgaon experiment may be taken to enforce the following lessons: 
(i) Before any changes are advjocated we must make quite sure that they 
are really useful aud practicable. Grounds of opposition to them, if any, 
should be fairly and impartially considered, (ii) The problem of village 
improvement cannot be successfully tackled tlirough individual effort. A 
permanent organization is es.sential ‘to ensure continuity of policy and 
steady pressure over a long period', to secure a fair hearing for all points 
of view, and to prevent unduly hasty action. The example of the rural 
area of Rae Bareli in the United Provinces, where village and district 
bodies and agencies have been created to foster villagR uplift, is instruc- 
tive in this connexion. (See also §7.) Liability to error is incidental to all 
human planning. But the mistakes will be fewer and less serious in the 
case of organizations than in the case of individual enthusiasts, (iii) Re- 

1 Darling, Itustkus Loquitur, Tpp. 121-8, 155-9. See also D. Spencer Hatch, Up from 
Poverty, ch. i and passim. 
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form should as far as possible come from persuasion and education rather 
than by jthe use of force, ppeit or veiled. It should, hotvever, be remem. 
bereu that resort to compulsion may sometimes be necessary, e.g. to over- 
come the oi)positioTi of a recalcitrant minority.' (iv) Darling’s criticism 
of the methods adopted by Brayne is in the main just and sound. But 
to th(! upwtiry reader it is likely to convey the idea that all that can safely 
be attempted at present^is to,. provide facilities for education and, for the 
rest, to leave thi? village alone. But this smacks too much of laissez-faire. 
I'he question of rural uplift in India is too urgent to be dealt with on 
merely passive lines. It is necessary to undertake a definite, well-planned 
and persistent campaign if substantial progress is to be achieved within 
a reasonably short time. 

§7. Recent schemes of village improvement-— Widespread and keen interest 
in rural uplift has been in evidence during the last few years. The move- 
ment towards "rural reconstruction received its first definite encourage- 
ment with the announcement in 1935-6 of a grant of Re. 1 crore by the 
Government of India for distribution to the jmovinces to be spent on 
schemes for the econopiic development and improvement of rural areas. 
The work of rural rec 0 nstruction (stimulated by the establishment of 
popular Ministries in the provinces) done in the different areas aims at 
encouragement of village industries, improvement of village communica- 
tionsi rural sanitation and recreation, medical aid, agricultural improve- 
ments, etc. Rural reconstruction centres have been organized for intensive 
work in specially selected areas, some of which have achieved notable 
results in the direction of improving the social and moral life of the 
people and giving a lead to the countryside in the matter of general up- 
lift. Much useful work is being done by various non-official organizations, 
including some educational institutions, as well as by individual philan- 
thropists. Mention has already been made of the co-ordination of rural 
development work through rural development or village uplift boards, 
consisting of officials and non-officials. Special rural development officers- 
have been appointed in certain areas.^ , 

By %vay of illustrating the village uplift organization and the rural 
reconstruction work which is being carried on in the various provinces 
and States, mention may be made of the two schemes of village uplift in 
Bombay. The first sclreme was initiated by Sir Frederick Sykes during the 
last year (1933) of his Governorship. A programme of village uplift was 
issued, laying down the lines on which the requisite organization com- 
prising officials and non-officials was to be set up in the vai'ious divisions, 
districts, talukas smd villages in the Presidency.® The several agencies 
and departmefits concerned with rural improvement were to be linked 
up into a single organization in order to infuse into them fresh vigour 
and usefulness. The principal agency for carrying out village improve^ 

. iRex/icw of the Co-operative Movement in India (1939-40), pp. 86-7. 

2 Subsequently published as an official blue book called Manual of Village Improve- 
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meat antler this new Bombay scheme was to be the District Rural Uplift 
Committee with the Collector of the district as the Chairman .and the 
President of the district local board as the Vice-Chairman. The senior 
local officers of the varieus departments concerned and prominent non- 
officials were also placed on- the Committee. The function of the Com- 
mittee teas to control and co-ordinate the work of village improvement 
in all its branches, viz. education, agTicuIture, housing, health, litigation, 
indebtedness and cottage industries. This scheme,- while it made encour- 
aging progress especially in the Central Division, was handicapped by 
lad: of adequate funds and the absence of a full-time rural development 
officer for the district. 

A more comprehensive scheme of rural development and reconstruction 
was unfolded by Mr A. B. Lattice, Finance Minister, in a Budget speech 
(February 1939). In view of the intimate contact of the Co-operative De- 
partment with the rural population and its problems, thfe Government 
of Bombay decided to combine the newly created Rural Development 
Department with the Co-operative Department and placed it in charge 
of the Registrar, Co-operative Societies, who was ajso called Director of 
Rural Development, To ensure co-ordination betwteen various departments 
concerned with work in the rural areas the field staff of these departments 
was transferred to the combined Co-operative and Rural Development 
Department. But subsequent experience led the Government to separate 
the two departments. The necessary co-ordination is now effected through 
the Collector, who is held responsible for controlling the rural develop- 
ment staff placed under him. The district staff doing the propaganda 
work in the Rural Development Department has been distributed among 
the Revenue, Agricultural and Co-operative Departments, and the expert 
officers of the Agricultural Department were retransferred to their original 
department. But the marketing staff, consisting of the Chief Marketing 
Officer, four Assistant Marketing Officers and ten Marketing Inspectors 
appointed for facilitating the organization of new regulated markets in 
the districts under the Bombay Agricultural Produce Markets Act (1939), 
continued under the control of the Registrar of Co-operative Societies. 
While the latter continues to be designated ‘Registrar of Co-operative 
Societies and Director of Rural Development’ under the re-organized 
scheme of 1941, he has ceased to be responsible for the rural development 
work in the districts whicli, as already stated, has become the responsibility 
of higher Revenue Officers. Steps taken to bring about co-ordination be- 
tween various departments in rural development work may be pronounced 
as effective since even the Forest, Police and Excise departments are now 
interested in this work. ” 

Tlie work of the Rural Development Department is being carried on 
through the District Rural Development Boards constituted originally 
in 1939. Under the revised constitution of these Boards the Collector of 
the district is the Chairman of the Board and officers of different depart- 
ments in the district are ex officio members. There are, in addition, a 
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number of non-official members, either nominated by the Government 
or electcy:! under the rules of the District Rural Development Boards. The 
management of the affairs of the Boards is entrusted to an Executive 
Committee, with the Collector as chairman. In several districts there exist 
Taluka and Village Improvement Committees, which are constituted to 
carjy out ilie rural development work in their respective areas.^ 

The Rural Development pepartment has the benefit of advice by the 
Provincial Board of Rural Development, which as reconstituted in 1941 
consists of members, partly ex officio (being heads of Government Depart- 
ments concerned with rural economy), partly elected by bodies such as 
District Rural Development Boards and co-operative organizations, and 
partly nominated by Government. The Adviser in charge of Rural Deve- 
lopment is the Chairman of the Board, whose main function is to advise 
the Government on general principles and policy ^regarding rural develop- 
ment and cognate matters. 

Rural assistants are being appointed for propaganda work in the 
villages, after suitable training to enable them to function as village guides 
and work as secretariips of the village multi-purpose societie.s and village 
panchayats. Five cenrics for imparting the necc,ssary traiiiing have been 
established in the province. 

The Rural Development Department rejrorted varied and useful acti- 
vities in the year 1940-1 relating to the following matters: prevention of 
erosion of soil, extension of dry-farming methods, manures, introduction 
of improved practices and implements, distribution of improved seeds, 
control '.rf insect pests, diseases of crops, horticulture, improvement of 
live-stock and poultry, markets and marketing, shows, irrigation facilities 
and water supply, better communications, medical aid, sanitation and 
education, including physical training and village libraries, demonstra- 
tions and classes. Three uplift vans were maintained in the three Revenue 
Divisions, to tour the villages ; at each halt a small show was arranged, 
and talks on sanitation and public health were given.^ 

Similar interest in village uplift is being evinced in other provinces, 
for example, in the Punjab, the United Provinces, the Central Provinces 
and Berar, Madras, and Bengal.? The Punjab has the benefit of a Rural 
Development Commissioner to look after the work of village uplift. 
Village panchayats are being established in severaT provinces, and 
states such as Mysore and Baroda have done something to promote rural 
reconstruction work. The rural uplift movement received a stimulus from 
the deliberations of the Provincial Economic Conference (1934). But the 
most striking gesture was' made by the Government of India, which, as 
already stated, set apart a crore of rupees (from the budget surplus in 
19.35) for distribution to the various provinces for the economic develop- 

1 Annual Administration Report of the Rural Development Department, Bombay, 
m0~il, pp. 2 ibid., p. 37. 

8 See Slricldand, Rural Welfare in India (1936), and iJcw'ew of the Co-operative 
Movement in India (1939-40), pp, 85-fl. ■ 
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inent and improvement of raral areas. Tfie Centrar Government’s grant, 
which was repeated in the following year, gave a fresh stimulus to pro- 
vincial rural uplift programmes, especially those relating to agricultural 
improvement, rural sanitation, and hygiene. These central grants can, 
however, supply only a small fraction of the large funds required to 
finance rural- reconstruction work, and more funds must be made avail- 
able by the various provinces concerned. pointed out above, the Con- 
gress Government of Bombay gave a splendid lead to,, other provinces, 
and more substantial results may be expected in the near future. 

§8. Royal Commission on Agriculture.— The Royal Commission appointed 
in April 1926 was the first commission appointed specifically to examine 
and report on the condition of agricultural and rural economy in India. 
Its recommendations (embodied an a comprehensive Report which was 
issued in July 1928) on a variety of questions affecting the welfare of the 
rural community in India have already been dealt with in their proper 
places. The labours of the Commission led to a general revival of 
intere.s£ in agriculture and a fuller realization of its supreme importance 
to India. The Report also did useful service., in recording in one 
place the measures already initiated in the different provinces for tack- 
ling problems of rural uplift. Hitherto the provinces were generally con- 
tent to plough their lonely furrows without much mutual help, know- 
ledge or consultation, The Report induced greater co-operation among 
them and a greater desire to learn from each other. 

The process of implementing the recommendations of the Commission 
is inevitably slow and difficult, and all the resources of the Government 
and the community will have to be patiently mobilized for many years 
to come before rural India can hope to turn her back on the deep shadows 
and emerge smiling and prosperous into the radiant light of day. 

§9. Government action on the Report : the Simla Conference.— At the Agri- 
cultural Conference consisting of provincial representatives (Ministers of 
Agriculture, Directors of Agriculture, Registrars of Co-operative Societies, 
etc.) which met at Simla in r-October 1928, the main recommendations 
made by the Commission were discussed, the action already- taken by 
the various provinces in respect of some of the recommendations was 
ascertained, and emphasis was laid upon the financial implications of the 
Commission’s proposals which made immediate or simultaneous adoption 
of them impossible. The Commission’s Report was accepted as the basis 
for rural reconstruction and agricultural advance and for the progressive 
application of the recommendations as the circumstances of each province 
might permit. r The recommendation regarding the ^Imperial Research 

iWe have already dealt with the recommendations made by the Agricultiirai Com- 
mi.ssion regarding agricultural marketing and the action taken on them by the Cen- 
tral and Provincial Governments (see ch. yiii, g§24-5). Recommendations made by the 
Commission on other aspects of the rural , economy of India have been dealt with in 
appropriate places in the several chapters on Agriculture in this volume. 

22 



INDIAN ECONOMICS 


m 

Counrii to be set up and financed by the Central. Guvernnient was ap- 
proved ol in general lernisd - 

gU). 'i he "imperial (lndian)"Council of Agricultiifal RcKeardi. -As the Agri- 
f uJniral (.ajininission truly remarked, the basis ofiall agricultural jirogrcss 
is exiicrinitait. ‘ l-iowevcr efficient the orgai}i/,atioii wliicii is built ii]) lor 
dcinonstralion autl propaganda, unh.'ss that organization is Ijaseil tni tlic 
solid roundations provided by^rdscvarch, it is merely a house l)uili on sand.' 
An all-India council o'f agricultural research (the Imperial Ciouucil 
ol: Agricultural Research) was created in 1929 and registered as a society 
under the Registration of Societies Act (1860), a steji u'hich gives it a 
considerable measure of financial independence. Its prinniry function is 
to promote, guide and co-ordinate agricultural research, throughout India, 
it is a body to which the central and provincial Ministries of Agriculture 
look lor guidance (without administrative control) in ;tll matters con- 
nected with research, and to which such research progrtimmes as they 
might choose arc Tiubmitted for approvtd. It. acts as a clearing-house of 
information in regard to agricultural and veterinary matters, iiiid serves 
to link research work in India with that in < ther parts of the Common- 
wealth and in foreign epuntries. It has to mtike arraugeiiienls for the 
training of research workers." This cem;ral body is siilit uj) into two 
parts : the first, a Governing Body presided over by the Minister for 
Agriculture and consisting of the provincitd Ministers of Agriculture, 
three representatives of the central legislature, two representatives of 
corntirercial interests, two members elected by the Advisory Board (see 
below) and a whole-time Vice-Chairman who is the principal tulminis- 
trative officer of the Council ; and tlu; second, an Ativisory Board, htiving 
as its work the examination of propostds in connexion 'ivith scientific 
objects. The '’Board luis as its chairman the principal administrative 
officer of the Council, and as its members, two wliole-timc officers, one 
agricultural and the other veterinary, and a number ol’ nomimued and 
elected scientific members, such as heads of the provincial Agricultural 
and Veterinary Departments, together with,represcntativc'i (jI the Indian 
universilicij, the Indian Central Cotton Committee, the Co-operative 
Societies, etc. I’be Govcrnor-Geiieral-in-Council has the right to nomimite 
additional mcmbcis both to the Governing Body aircl the Advisory Boaid 
as need arises. I’he Council (that is, the Gpverning Body and the Advisory 
Board sitting together) met in June 1929 to settle certain preliminary 
matters and formally registered itself as a society under the Registration 
of Societies "Act. The Advisory Board meets twice a year. The actual Ijusi- 
ness of the Board ^ continfious throughout the year; but its dtities are 
largely carried an by special committees. At present the following stand- 
ing committees of the council are at work : the Stigtir Commiuce, Rice 
Committee, Wheat Committee, Fertilizers Committee, Lot.ust Commitiee, 

1 Agricultural Conimiislon- Report, pp. 3-4. : ■ 

•i McmoraiKluin ol A.ssocitUion of the Imperial Council (Sotioiy) ol Ajp-iciiluiral 
Reseaxx'li. . ' 
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Soil Science CoinniilU'e, Dry running Co-ordination Coininittee, Oil Crush- 
ing Industry Coininittcc, the Joint Coin'iTiittc;e of the Indian., Council 
of Agricultural Research and the Indian Central Cotton Coimnittee, the 
Animal Nutrition Comnlittee, the Dairying Committee, the Cattle lUced- 
ing Gomniittee and the Central Fodder .and- Grazing Conimittecd 'i’he 
Advisory Board reviews all the schemes of research suhmitted by pro- 
vincial Governments, universities and ’private institutions and decides 
which ought to he ttiken up,, how to deal with each proirkini, and in what 
part of India the special work upon it could best be done. Since March 
1942 the Board has decided upon certain changes in its methods of work. 
In addition to its normal function as a clearing-house for ideas emanat- 
ing from the provinces and States, it adopted the role of a brain tru.st 
and now initiates its owm schemes and co-ordinates all research rvork, 
What is even more important, it decided for the first time to go beyond the 
stage of demonstration farms and to select a number of villages in certain 
provinces in which to bring about the application by farmers themselves of 
the variou.s results of researches under expert guidance. The decisions of 
the Advisory Board are subject to the sanction cf the Governing Body 
and the views of the Society as a whole. It is the Governing Body which 
controls the Council’s funds. The centraT headquarters in Simla have 
been linked up with the new Indian Agricultural Bui'eau, intended to 
keep I'esearch workers in all parts of the British Empire in touch with 
the latest research work in their own subject. The Indian Society pays a 
small subscription towards the upkeep of the bureaux and has a represen- 
tative on their controlling body. The Governing Body has also started a 
research and reference library at Delhi. 

Among the important whole-time officers of the Council ;^re the Vice- 
Chairman (the Principal Administrative Officer), the Secretary, the Agri- 
cultural Commissioner with thC: Government of India, the Animal 
Flusbandry Commissioner with the Government of India, the Agricultural 
Marketing Adviser, the Director, Indian Institute of Sugar Technology, 
Cawnjjore, and the Statistician. 

Among the problems to which attention is being given by the Indian 
Council of Agricultural Research are those connected with rice, sugar 
technology, canc-breeding, fruit and dry-farming research, agilicultural 
marketing, manorial research, locust research, potato-breeding, animal 
husbandry, etc. Grants are made tp universities to enable workers on 
university staffs to expand research of agricultural importance or to develop 
the agricultural aspect of other research. 

I’he Government of India in the first six years following the inception 
of the Council gave more than one crore of rupees for research work on 
agriculture. Apart from the administrative budget grant of the Research 
GonncxI, the Government gave Rs. 60 lakhs for general research work, 
Rs. 20 lakhs for research on sugar, Rs. 25 lakhs for marketing schemes at 

'i See Agriculture and Animal Husbandry in India (1937-8), p. 8. 
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the centre and in the provinces, Rs. 6 lakhs for a new dairy research 
iustilutcy inakitig a total pf about Rs. 101 lakhs. To this must be added 
Rs. 14 lakhs annually for five years for the Institute of Sugar Technology 
at Cawnpore (Kanpur). ' 

In or(ler to place the -Indian Council of Agricultural Research in 
a more secure financial position and to provide for the steady develop- 
ment of research, a larger and nfore stable income, which would be com- 
paratively unaffected by the financial vicissitudes of the Government of 
India, was considered necessary. This has recently been arranged by the 
levy of a per cent export cess on the value of certain agricultural com- 
modities (such as cereals other than rice and wheat, fruit, fish, seeds, raw 
hides and skins, etc.) which were not already subject to an export duty 
or cess. The new export cess was provided for by the Agricultural Pro- 
duce Cess Act, 1940.^ It may be added that the co4t of the Councirs office, 
sugar-cane research and the work relating to the agricultural marketing 
organization will continue to be met from the central revenues as before. 

As recommended by the Agricultural Commission, provincial research 
committees have beerv formed by all the provinces. These work in co- 
operation with the Indian Council of Agricultural Research and report 
on any applications from within the province for a grant by the Research 
Council. Such committees are important in promoting and co-ordinating 
research directed to rural improvement within the province. The Council 
has largely fulfilled the object for which it was brought into being. Pro- 
vincial reports show that the Council’s grants have done much to enable 
agricultural research to be maintained and somewhat extended during 
a period of financial stringency by supplementing provincial effort, 
enabling gaps to be filled and encouraging co-ordination of effort, although 
financial considerations have prevented the Council from doing as much 
as the Royal Commission on Agriculture expected it to do. 

§11. The Russell-Wright Inquiry.— In 1936-7, in pursuance of the recom- 
mendation of the Agricultural Commi.ssion in favour of a periodical re- 
view of the work of the Imperial CouncK of Agricultural Research, the 
Council Invited two specialists from England to report on the work 
done by it and to make suggestions for future work. The experts selected 
for the purpose were Sir John Russell, Director, Rothamsted Experimental 
Station, and Dr N. C. Wright, Director, Hannah Dairy Research Institute, 
Scotland. Their reports contain useful recommendations for bridging the 
gulf between the research worker and the cultivator. Other recommenda- 
tions relate to the methods, for tackling insect pests ; dry-farming research 
schemes ; the need for work on cash crops to be done in association with 
expert buyers'^ or users of these crops and for work on food crops in 
association with nutrition experts; the establishment of a Soil Conserva- 
tion Committee and of a Crop Protection Committee to deal with the 
consideration of cropping schemes on the lines adopted by the Crop 

iReview of the Trade of /nd/a (1939-40), p. 105. 
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Planning Conference (1934), to arrange for the working of control mea- 
sures in relation to insects, pests, noxioys weeds, etc. ; development of 
research, education and advisory services relating to dairying rnd cattle 
improvement. Increased^ financial assistance to the Imperial Council of 
Agricultural Research was strongly recommended with a view to enabling 
it to bring to fruition investigations which at present stop at the experi- 
mental stage. As already pointed out, the Agricultural Produce Cess Act 
(1940) placed increased financial resources at the 'disposal of the Council.^ 
§12. Need for more food-production and planned development.— During tlie 
1939-45 war the interruption of imports of rice from Burma, the growing 
defence requirements of India and her military commitments, the general 
dislocation of the domestic market caused by unprecedented transport 
difficulties, together with decreasing production of rice and wheat, led 
to a shortage of foodstuffs and a sharp rise in their prices. Quite apart 
from the acute difficulty as regards food supply caused by the war, the 
fact must be faced that India’s population has been^increasirig rapidly 
without simultaneous and proportionate increase in her production of 
food-grains. There is therefore imperative need for a well thought out 
agricultural policy for the entire country and for the planning of agri- 
cultural production on a co-operative nation-wide scale. The Govern- 
ment of India have established a fund for assisting the cultivator of 
short-staple cotton to change over to alternative and more profitable 
crops— possibly food crops, having regard to the shortage of food. 

The ‘Grow More Food’ campaign launched by the Government is 
said to have resulted in an additional outturn of 750,000 tons of foodstuffs. 
The cost of the campaign in 1945-6 was Rs. 2 crores in loans and Rs. 1.7 
crores in grants. As part of the campaign 7,000 tube well have been 
sunk and more than 3,000 tanks and 4,000 other minor irrigation works 
are under construction. All-India plans and policies in respect of educa- 
tion, agriculture, food, roads, railways and aviation have been announced 
and special bodies like the Central Technical Power Board, and the 
Central Waterways, Irrigation and Navigation Commission have been 
set up to deal with important aspects of development. 


For hirther particular.s, see Agriculture and Animal Husbandry in India (1937-8), 
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LAND TENUMES AND REVENUE 

1^1. Histofkiil survey of land .revenue in IntUa.^— From very iinciciil. limes 
the stale in IndUi elaimcd a share of the produce of the soil from the 
cultivators. The Laws of Manu mention one-sixth of the gross produce, 
that is, of the grain heap on the threshing floor, as tlie legiliuiate share 
of the king, though the proportion might ri.se to onc-l’ourth in limes of 
war and other emergencies. The plan of fixing a certain share of the 
gross jnoduce offered many advantages in an early stage of society. What- 
ever the land jiroduced was heaped on the threshing floor and, in the 
presence of the' king’s ofliccr, the share of the state was abstracted from 
the heap. The deifiand of the state varied automatically with the outturn 
and no elaborate; system of suspensions and remissions of the revenue 
was necessary. Hut thi^ ilisadvantagcs of the plan are equally obvious. 
With the growth of populaliou and extension of cultivation, the task 
of collecting land revenue in kind becomes incrctisingly diflicailt. Unless 
a large stall’ of oflicers is employed to supeivi.se the division, the culti- 
vatons will concetti or make away with the grain, or local collectors will 
batten on it at the expense of the tultivalor ;uid the state. The grain may 
lie rotting on the threshing floor it the oflicer of the king ilelays coming 
to supervise the division. These disadvantages sooner or litter compel the 
adoption of altcrntitive mc:thod.s of collc;ction. For insttince, an estimate 
of the standing crops may be ttiade tind the shtire of the state fixed 
accordingly, irrespective of the actual outturn realized at the haiwcst, 
which may rtr may not agree with the estimate. This and similar devices 
gave place eventually to payment in money— a development: hastened by 
the rapid expansion of some of llte Mu, slim kingdoms tvhich rendered 
collection in kind under the old system unworkable.^ 

The insliitutes of Timur represented the first systcmatii; ttltemjjL in the 
direction of commuting the state’s shtirc of the produce into money. The 
next attempt was made by Sher .Shah (1540-5). hut Iiis labours remained 
uncompleted owing to the .shortness of Ins reign. The third tind the most 
famous settlement w;ts made under Akbar by his able finance iniiiisler, 
Todar MaL A more scientific and detailed system of inve;stigation into 
the taxable capacity of different soils was undertaken as a necessary pre- 
liminary to the fiviition of the revenue demand. Land w’tis carefnlly 
measured and divided into four cla.s5es representing clilfei'cnt grades of 

t For ItiUher p.nui<uhtr.s, .see Repoit of Uie iMnd Revenue Comniisdon, Hmgai (1940), 
vol. I, pars. l.*i~4(), and vol. IT, ‘ Note on the Indian Land System’ by i)r Radha 
Kumud Milker ji. 

2 See Taxation Enquiry Committee Report, par. 53. 
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feniJity. The Government share was fixed at one-third of the gross pro- 
duce. Option to pay in cash based on the average prices of food grains 
during 10 years preceding the settlement was given, and the term of the 
.set (lenient was fixed at nine years. 

'Thus the Moguls did not introduce any fundamental changes in the 
ancient revenue system of the Hindus, but merely reduced the customary 
and unwritten usages of the Hindu administration to a coherent system. 
They are, however, to be credited with the 'introduction oJ leguhir 
records and revenue accounts for the purpose of gaining delinite know- 
ledge about the financial resources of the state. In the Deccan, similar 
developments took place, notably under Malik Amber of Ahmcdnagar, 
ivho established certain revenue rates called the ain (‘ the thing itself ’) 
or essential rates, being one-third, of the cash value of the gross produce. 
The Marathas accepted these rates as the basis of their system, raising 
them to what they called the /iaHwl, that is, maximum or perfect rates 
payable only by the best lands. In the majority of cases, the assessment 
was not permanent, but in the Deccan, ‘ the mims^ tenure had fixed 
as.se.ssment as one of its incidents. The mirasdar held his land on perman- 
ent heritable 'tenure subject to the payment of fixed assessment, which 
he tvas liable to pay whether the land was cultivated or not.’- In tnany 
cases the actual assessment was further enhanced by the levy of a num- 
ber of cesses. This development was found to have taken place all over 
India, wherever the authority of the central Government had declined. 
The proportion of the cesses to the standard assessment ranged bettveen 
33 and 50 per cent in some cases, as in Bengal, according to the calcula* 
tibn of Sir John Shore.-"* 

The next most important feature of the history of hind revenue and 
tenure is the appearance of revenue fanning, a factor of great significance 
in the development of the local system of land tenure in more than one 
province. The institution was designed to ensure a steady flow of income 
into the treasury of the central Government, which in the declining days 
of the Mogul Empire becamg more and more incapable of controlling 
the revenue officials in the outlying parts of the empire. This „sy.st.cm be- 
came fairly general in Bengal from the reign of Emperor Faiukhsiyar 
(1713-19). Under it the revenue farmer paid the Government nine-tenths 
of the whole collection and kept the rest, as his remuneration. But later 
on a further stage of degeneration was reached, when the right of collect- 
ing land revenue for :i pargaiia or -district was sold by pultlic auction to 
the highest bidders, tvho were held responsible lor payment of the amount 
thus fixed in one lump sum into the Governlnent treasuiy, retaining lor 

t Under lire Marathas, tliere was also a well-defined tenure called upri. 'I lie upri 
was a tenant-at-will oi.' tlie Government liable to enhanccincnt of assessment and at 
lilierty to lake as much land every year as he wished to cultivate. He paid assessment 
according to tlie crop he obtained. 

2 Keatinge, /turni Economy in the Bombay Deccan, p, 3. ' 

3 See Taxation Enquiry Committee Report, loc. dt. 



CHAPTER XII 


LAND TENURES AND REl^ENUE 

§1. Historical survey of laud revenue ia India.i— From very ancient times 
tlie slate in Inclw claimed a share of the produce of the soil from the 
cultivators. The Latvs of Mauu mention one-sixth of the gross produce, 
that is, of the grain heap on the threshing floor, as the legitimate share 
of the king, though the propoition might rise to one-fourth in times of 
war and otlier emergencies. The plan of fixing a certain share of the 
gross produce olfered many advantages m an early stage of society. What- 
ever the land prcxluced was heaped on the threshing floor and, in tlu; 
presence of the' king’s officer, the share of the state was abstracted from 
the heap. The detfiand of the state varied automatically with the outturn 
and no elaborate system of suspensions and remissions of the revenue 
was necessary. But thij. disadvantages of the plan are equally obvious. 
With the growth of population and extension of cultivation, the task 
of collecting land revenue in kind becomes increasingly difficult. Unless 
a large staff of officers is employed to supervise the division, the culti- 
vators’ will conceal or make away with the grain, or local collectors will 
batten on it at the expense of the cultivator and the state. The grain may 
lie rotting on the threshing floor if the officer of tire king delays coming 
to supervise the division. These disadvantages sooner or later compel the 
adoption of alternative methods of collection. For instance, an estimate 
of the standing crops may be made and the share of the state fixed 
accordingly, irrespective of the actual outturn realized at the harvest, 
which may or may not agree with the estimate. This and similar devices 
gave place eventually to payment in money— a. development hastened by 
the rapid expansion of some of the Muslim kingdoms which rendered 
collection in kind under the old system unworkable.^ 

The liistatutes of Timur represented the first systematic attempt in the 
direction of commuting the state’s share of the produce into money. T'he 
next attempt "was made by Sher Shah (1540-5), but his labours remained 
uncompleted owing to the .shortness of his reign. The third and the most 
famous settlement was made under Akbai', by his able finance minister, 
7’odar MaL A more scientific and detailed system, of investigation into 
the taxable capacity of different soils was unclcrtaken as a necessary pre- 
liminary to the fiyation oJ the revenue demand. Land was carcffully 
mea.sured and divided into four classes representing different grades of 

t I'or liirChcr particulars, see Report of Ike Land Revenue Commission, liengnl (19-10), 
vol. I, pars. l.’MO. and vol. II, * Note bn the Indian Land System’ by Dr Radha 
Kimnid Miikerji. 

3 Sec Taxation Enquiry Committee Reports par. 53. 
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fertility. The Government share, was fixed at one-third of the gross pro- 
thice. Option to pay in cash based on the average prices of food grains 
during 19 years preceding the settlement was given, and the teAvi of the 
settlement was fixed at nine years. 

I’hus the Moguls did not introduce any fundamental changes in the 
iincicnt revenue system of the Hindus, but merely reduced the customary 
and in)u')iu:en usages of the Hindu adnimi^tration to a cohero'nt .system. 
They arc, however, to be credited with the 'introdii^ctioii of regular 
records and revenue accounts for the purpose of gaining deliniie know- 
ledge about the financial resources of tlic state. In the .Deccan, similar 
developments took place, notably under Malik Amber oi: Ahniednagar, 
who e.stablished certain revenue rates called the aim (‘the ilting itself’) 
or essential rates, being one-third, of the cash value of the gross produce. 
'I’hc Marathas accepted these rates as the basis of their .system, raising 
them to what they called the kamal, that is, niaximum or perfect rates 
payable only by the best lands. In the majority of cases, the assessment 
was not permanent, but in the Deccan, ‘ the rniras^ temure had fixed 
assessment as one of its incidents. The mirasdar held his land on perman- 
ent heritable 'tenure subject to the payment of fixed assessment, v.'hich 
he was liable to pay whether the land was cultivated or not.’- In many 
cases the actual assessment was further enhanced by the levy of a num- 
ber of cesses. This development was found to have tak(.‘n place all over 
India, wherever the authority of the central Government bail declined. 
The proportion of the cesses to the standard assessment ranged between 
33 and 50 per cent in some cases, as in Bengal, according to the calcida- 
tibn of Sir John Shore.® 

The next most important feature of the history of land revenue and 
tenure is the appearance of revenue farming, a factor of gre'it significance 
in the development of the local system of land tenure in more than one 
province. The institution was de.signed to ensure a steady flow of income 
into the treasury of the central Govertiment, which in the declining clays 
of the Mogul Empire bccam^ more and more incapable of controlling 
the revenue officials in the outlying parts of the empire. This^,sysi.cm be- 
came fairly general in Bengal from the reign of Emperor Farukhsiyav 
{1713-19). Under it the revenue fanner paid the Government nine-tenths 
of the whole collection and kept the rest as his remuneration. But later 
on a further stage of degeneration was reached, when the right of collc;c.t- 
ing land revenue for a pargana or district was sold by pidrlic auction to 
the highest bidders, who were held responsible for payment of the amount 
thus fixed in one lumjr sura into the Govenilnent tre^asury, retaining for 

J Uiitlei' the ISfaiatliiis, there was also a well-clefmed tenure cal led upri. 1 lie upri 
was a tcnant-at-will of the Government liable to enhanccinent of asses.sment and at 
liberty to take as much land every year as he wished to eultivatc. He paid a.ssessment 
according to the crop he obtained. 

e Kcatinge, Rural liconomy in the Bombay Deccan, p. 3. 

3. See Taxation Enquiry Committee Report, loc. cit. 
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themselves any surplus over it. In practice revenue farmers squeezed out 
of the cultivators as much as they could, paying to Government as little 
as they chuld. In some cafes, tlie Hindu chieftains or rajahs subdued by 
Mogul arms tvcrc made revenue farmers undet; Imperial warrant. Al- 
though at first the office of tlie revenue farmer was not hereditary and was 
subject to the supervision of the state officials, it tended to become heredi- 
tary as the control of the central, authority relaxed. The revenue farmer 
gradually consolidated his position by taking full advantage of the politi- 
cal disorganization and of the special opportunities for self-aggrandize- 
ment which it held out to him. He pretended to be proprietor of his 
charge by first of all cultivating the large waste area in addition to his 
own (sir) land, and later on by buying out small neighbouring cultivators 
by fair means or foul. It thus happened that by the time of Lord Corn- 
wallis the revenue farmers had evolved into a powerful body hardly 
distinguishable ^rom full proprietors. As Roberts puts it in his Historical 
Geography of India, ‘ the zamindari^ which was originally a hereditary 
contract agency for the collection of revenue became something resem- 
bling a landlord estate The general dislocation in administration during 
the later years of Mogul, rule and the chronic financial embarrassment of 
the Government made the position of the revenue farmers stronger and 
stronger, as they were the only source of i-eady money for the Government 
to draw upon. The official organization for controlling land revenue ad- 
ministration having disappeared, the revenue farmers’ operations were 
entirely unchecked, and the Government were so demoralized that they 
had neither the power nor the desire to mitigate the oppression and 
extortion of the villagers at their hands. 

Revenue fanning, at first confined to the Mogul Empire and more particu- 
larly to the ’province of Bengal, soon extended to other parts of the 
country for similar reasons, and even the Marathas, whose revenue system 
under Nana Farnavis during the latter half of the eighteenth century was 
universally recognized to be extraordinarily efficient and equitable, adopt- 
ed it under the incompetent rule of the last Peshwa soon after the death 
of Nana Farnavis. It must be noted, however, that though the system thus 
came to be widespread, its effects were not uniform. In northern India, 
where it was introduced earlier and where the central authority weakened 
faster, they were more complete and lasting, as shown by the growth of 
the zamindari rights in Bengal. In other cases no permanent traces were 
left, as for example in the Deccan, except in tlie outlying districts of the 
IConkan where the khots who were at one time revenue farmers acquired 
landlord rights. Midway bfetween the two extremes, as in the United 
Provinces, the Revenue farmers succeeded in acquiring only certain over- 
lord rights. The same was more or less the case in the Punjab. The net 
result of revenue farming and of the general disorder characterizing the 

l All revenue farmers irrespective of; their origin were called zamindais and some- 
times talukclars— terms which did not necessarily imply any definite proprietary right 
in the land. 
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revenue administration was seen in the increasing complexity of land 
tenures and rights, and the steady departure from former revenue prac- 
tices, such as a regular survey and assessment, which had been Jirevalent 
since the days of Akbar, All tliis made the task of the new British ad- 
ministrators very difficult in the absence of .any rational plan for ad- 
ministering the land revenue. It was quite natural therefore that mis- 
takes were made in the beginning, and. m’aijy years had to pass before a 
tolerable system was evolved for the various provinces. 

§2. Three kinds of land tenure,^ —Apart from the intrinsic interest of the 
subject of land tenures, it is necessary to understand it properly, because 
without an adequate knowledge of it, the systems of revenue settlements 
prevalent in different provinces can scarcely become intelligible. The type 
of tenure, that is, the way in which land is held, determines, for instance, 
the person or persons responsible for the payment of the land revenue, 
that is, the form of settlement, the various gradations of interest and rights 
in land, their recognition and interrelation and the nature of the unit 
of assessment adopted. 

‘The system of land tenure in India exhibits aljnost every conceivable 
variation, from irnmense estates, containing thousands of tenants, to 
minute holdings of well under an acre in size. It is nevertheless possible 
to classify the holdings into certain fairly well-defined groups.’® The 
following are the three main types of land tenure in India, (i) First, we 
have the various forms of landlord tenure, where one person or at the 
most a few joint owners are made responsible in one sum for land revenue 
on the whole estate, as in Bengal, (ii) Secondly, there are the smaller 
estates, essentially of the same character as the first, but with certain dis- 
tingitishing features. They are village estates which are held by co-sharing 
bodies or village communities, the members of which are treated as joint- 
ly and severally liable for the land revenue. We have here to deal with 
a collective or ‘ideal’ landlord, (iii) Lastly, land may be held in single 
independent holdings owned severally, though aggregated locally in vil- 
lages, the individual holders Iteing severally responsible for the payment 
of the revenue. These three kinds of teniue are called (i) jamindari, 
(ii) joint village (village community) or mahalwari, and (iii) ryotwari, 
respectively.® 

§3. Two main forms of village constitution.*— It is now necessary to em- 

1 For a good deal of the purely descriptive part of this chapter, we are indebted 
to B. H. Baden-Powell, Land-Systems of British India, and also to his Land-Revenue 
and Tenure in British India. 

B See India in 1930-1, p. 1G9. > , 

8 The Famine Inquiry Commission classified the major syste.^s of land tenure in 
India as follows : (i) The permanently settled estate system ; (ii) the temporarily settled 
estate system; and (iii) the ryotwari system. Under (iii), revenue is fixed on individual 
pieces of land and the actual occupants, recognized as possessing a permanent and 
heritable right of occupancy, are liable for its payment. Under (i) and (ii) the ‘ estate ' 
is the unit and the holder of the estate, not the actual occupant, is responsible for the 
payment of the land revenue (F. 7. C. Final Report, p. 251). 

■iFor the interesting but controversial questiem of the origin and of the forms of 
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phasizc the distinction between villages in India as regards their internal 
constitution, a I'actor whicli has an important bearing on the nature of 
the land tenure and, tlirough the land tenure, on the form of the revenue 
settlement. There are two distinct types of villages in India, namely, the 
ryotwari or severalty and the landlord or joint village, the latter being 
furtiier subdivided into a number of interesting minor varieties. ^ 

(i) The ryotwari village,— The internal constitution of the ryotwari 
village is comparatively* simple. Land is owned and cultivated separate- 
ly by the various owners, each of whom may have inherited or bought 
his holding, or cleared it from the original jungle. The aggregate of these 
separate cultivators, owners and their holdings makes up the ryotwari 
village, l ire waste land of the village is the jrroperty of the Government, 
though it may be used by the villagers for grazing, wood-cutting, etc. 
Land revenue is assessed on each separate holding and the responsibility 
for its payment is individual. Apart from subjection to common village 
officials and the cbmmon enjoyment of the seiwices of the village artisans 
and menials, there are no further points of contact among the villagers. 
It follows from all thi.| that the importance of the headman or patel and, 
in general, of the village officials is greater in the ryotwari village than 
in the landlord village. This form of village is universal in Madras, 
Bombay, Berar and Central India, and was also prevalent in the Central 
Provinces and Bengal before the super-imposition of malguzari and 
zamindari rights respectively. 

(ii) The landlord or joint village.— The landlord village, so called, 
may be owned by a single individual landlord or a body of co-sharers who 
may represent a group of ancestrally connected families claiming to be 
regarded collectively as the landlord of the village as already existing, 
or as establislied by their own foundation, but in either case the village 
is treated as a single unit. The individual or the collective landlord has 
pretensions to be of higher caste than and superior title to the other 
cultivating tenants, though sometimes the co-sharers may themselves culti- 
vate the estate. I’hc tvaste laud of the village is the property of the village 
community/ as a whole, so that it may be rented to tenants and the rents 
divided among the members of the community, or it may be partitioned 
or brought under cultivation without the leave of the Government. The 
whole estate is assessed to one sum of land revenue for which the whole 
body of co-sharers arc jointly and severally responsible, although special 
exem.ption from joint responsibility may lae secured and the individual 
share of land revenue may be separated out by a jrarticular co-sharer with 
the permission of, the Government. The common affairs of the village 
w'ere originally managed by pancliayats or representative bodies consist- 
ing of the leading co-sharing families. Strictly speaking, there is no single 
village headman, although an individual may be selected as the lambardar 

Ihe village in India, see Baden-rowcll, Land-Revenue and Tenure in British India, 
pp. 88-90. •: 

iSee IJadeii-Powell. Land-Systems of British India, vol. l, cb. iv. 
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to represent the village community in its dealings with the Government, 
especially in connexion with land revenue -settlement. This type of village 
is particularly strongly developed in the Punjah and is mostly (^'onnected 
wilh Mohammedan ideas, as contradistinguished from the ryouvari village, 
tvhich is associated witli Hindu government and Hindu ideas. It is also 
found among the Jat, Gujar and other tribes in the central Punjab, as 
well as among the concpiering Aryan tribes ^.nd descendants of chiefs and 
nobles in other parts. : ’ ^ 

g4. Constitution and types of joint or landlord villages.— Turning to further 
details of the internal constitution of such villages, we may refer to three 
distinct varieties depending on the principle according to which the co- 
■sharers allot the land or the profits and produce of the land, (i) First of 
all we have ancestral village.s, where there is the ancestral or family share 
system under which each member of the co-sharing body takes the frac- 
tion of the whole which his place on the genealogical tsee points out. 
There are the following types of ancestral villages : (a) villages held by 
a joint body undivided as in the case of a joint undivided family, (b) 
those divided under the ancestral share system (pt^ttidari), and (c) those 
partially divided on the ancestral system (imperfect pattidari). (ii) Second- 
ly, there are non-ancestral villages where there are special customaiy systems 
of sharing under the true hhaiadiara^ principles of (a) sharing in equal 
lots made up artificially of various strips of land, (h) sharing by ploughs, 
in which land is assigned according to the number of ploughs owned, or 
(c) with reference to shares in water, or (d) litares in wells. In all these 
cases, however, allotments are still regarded as shares of a jointly owned 
whole, (iii) Thirdly, there is the system of de facto holdings where there 
is no specific rule of sharing, and the existing holdings are recognized as 
such. 

In the ancestral villages, the revenue burden is proportioned to the 
fractional share in the estate, more or less nearly and in principle, while 
in the case of the nori-anccstral forms, the revenue burden is proportioned 
to the actual holdings according to the hhaiachara ox de facto holding 
jrrinciplc. 

These three diirerent rules of sharing must be regarded as being the 
outcome of one or other of the three possible ways in which all joint or 
landlord villages have been formed, namely, (i) they xvere either bodies 
who have jointly succeeded to a village at first held by one common 
ancestor, who in his turn may have been either a founder, or a grantee, 
or a revenue farmer, or again a ruling chief reduced to the positioir of 
a landlord as in the Ifuited Province.s, or (ii) fliey are j,)odies made up of 
a certain number of families belonging to an immigrating !»or conquering 
■dun which allotted the area according to its customary methods, or (iii) 
they are merely co-operative colonizing groups formed under circuni- 
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stances which ied them to establish cultivation on the joint-slock prin- 
ciple. • 

It may, be noted here that over the village landlord bodies a superior 
overlordship may occasionally arise as in the case of the Oudh and Agra 
taliikdars, who are overlords 'over a number of village communities. The 
latter, however, retain the same essential principles as in the case of 
independent village communities- The origin of these overlord rights is 
similar to that q£ the independent landlord villages themselves. 

§5. Landlord estates including more than one village estate.— Some landlord 
estates extend over a larger area than a village, perhaps a whole district 
or pargana, although the component villages even here do not lose all 
their importance. The origin of these bigger landlord estates does not 
present any special features and is accounted for as in the case of village 
estates. The present land-holder may be a descendant of a former terri- 
torial chief or -ruler, or of a revenue farmer or other land official, or of 
a grantee of the state, jagirdar or inamdar. Such landlord estates owned 
by zamindars exist on a large scale in Bengal, and in Oudh and Agra 
to some extent, where, we have the talukdar class. They are quite excep- 
tional in the Punjab. In the Central Provinces, the estates' of the special 
class of landlords called malguzars occupy a very large proportion of the 
total area of the province, but they are not landlords in the Bengal sense. 
In Bombay, there is a variety of landlord estates. Apart from the class 
of jagirdars and inamdars, there are the Gujarat talukdars and khots on 
the west coast of the Deccan coming under this category. In Madras, 
especially in the northern part, there are several great zamindars of the 
Bengal type. 

This survey of the (proprietary) land tenures in India brings out the 
enormous complexity and great variety of forms that have been developed 
as the result of several historical factors, such as wars and invasions, tribal 
and local conquests, the rise and fall of ruling families and so on. To 
the right by first clearing, which must have been originally of primary 
importance, has been super-added the rigly; by conquest, grant or natural 
superiority, etc. 

§6. Sub-proprietary and tenant rights.— In this process of super-imposition 
of rights one upon another as the result of conquest, grant, or revenue 
farming, as new overlord rights may be created so also original pro- 
prietary rights may degenerate into sub-proprietary or tenant rights. In 
some cases, the ex-proprietors were able to maintain a privileged position 
even under an overlord, and the recognition of the person at the head 
as the proprietor, -made t&e recognition of others below also necessary. 
The confiisioiT that characterized landed rights, specially the large num- 
ber of grades of landed rights, made the recognition of these rights very 
.difficult. ■ ■ ■ ^ 

In the ryotwari tracts, the question was very simple in the absence of 
any considerable overgrowth of rights. In most cases the cultivator was 
also the landlord. Where tenants were employed there was no doubt 
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that they were ordinary contract tenants created by the owner and there- 
fore not requiring any legal recognition. Ih a f^w cases at the most, there 
might be a loose overlord right which could be sufficiently j? provided 
for by the payment of a fixed rent charge hy the actual proprietor. But 
in the zamindari tracts and the joint village estates, the position was 
much more Complex, a number of intermediate grades having come into 
existence. Baden-Powell gives the table below to illustrate the various 
interests that may intervene between the Government, wxth their revenue 
rights and their occasional direct ownership of land as the fountain-head 
of rights at the top, and the actual cultivator, wherever he has any per- 


manent right 

to occupation. 

at the bottom.^ 


One 1 

interest 

Two 1 

interests 

Three 

interests 

Four interests 

1. The Gov- 
ernment is 
the sole pro- 
prietor. 

1. The Govern- 
ment. 

2. The ryot or 
'occupant' with 
a defined title 

. (not a tenant) 
as (n Madras, 
Bombay, Berar 
etc. 

1. The Govern- 
ment. 

2. A landlord 
(zamindar, ta- 
lukdar or a 
joint village 
body regarded 
as a whole). 

3. The actual 
cultivating hol- 
ders, individual 
co-sharers, etc. 

1. The Gov- 
ernment. '« 

2. Landlord. 

3. Sub-proprie- 

ure-hcHders 

4. 'hhe ryot 
or .actual 
cultivator. 

1’. The Govern- 
ment. 

2. An overlord 
or superior land- 
lord. 

3. An actual 

proprietor or 

landlord (usu- 
ally a village 

4. The actual cul- 
tivating holders, 
individual co- 
sharers, etc. 


(i) Sub-proprietary rights.—The main characteristic of the sub-pro- 
prietary tenure is that the holder is the owner in full as regards his parti- 
cular holding but has no part in the whole estate or its pVofits and no 
voice in its management. The illustrations of this category are found in 
Bengal, where certain persons known as tenure-holders have been granted 
a privileged status of permanent, heritable and transferable tenure held 
at fixed payment, because they were able to maintain such a position in 
spite of the general predominance of the zamindar class. The difficulty of 
defining their status led subsequently to the adoption of the rule, made 
under the Act of 1885, that all those persons below the zamindar own- 
ing one hundred bighas of land were entitled to the status of a tenure- 
holder. 

Another modern instance of such rights is provided by the class of pat- 
tidars who were given a permanent managing lease for a part of the estate 

iSee Baden-Powell, Land-Revenue and Tenure in British fkdia. p. 129. Cf. Tn 
one estate in Bakarganj there are as many as thirty intermediate ^between the pro- 
prietor and the cultivator) tenures one under another of the Bengal Banking 
Enquiry Committee, par. 17. 'The promise given by the East India Company never 
to alter the assessment [in Bengal] followed as it was by the gradual growth of the 
zamindars’ profits, encouraged subinfeudation and brought into existence a body of 
tenure-holders vastly outnumbering the original zamindars*— jRe/iorJ of the Land Revenue 
Commission, Bengal, vol. I, par. 77. 
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by ilu; /iiniindars who found their estates too umvichly ami ■svere desirous 
of sharint^ their revenue rgsponsibility with otheis. Tlie |)attidars in tlieir 
turn oi'tda created tenants called dirpattidars endowctl with similar pri- 
vileges and charged with parallel revenue responsibilities. Such rigliis rvere 
recogni/cd by the Bengal Regulation of 1819.’ 

Still another class of sub-proprietors is found in those cases ■where the 
present proprietary landlord -body has grown over an earlica- grouj) ; cer- 
tain families woKld be able to maintain their position paying only Gov- 
ernment assessment and no rent to the superior landlord in respect of 
their holdings. In the Central Provinces, the artilicial cn;ation of the mab 
guzars, under the influence of the earlier policy followed in upjter India, 
of fixing revenue responsibility on one landlord for each village, even 
when originally ryotwari in character, necessitated tlie rccogjiition of sub- 
proprietary rights. Lastly, in Oudh, occasionally cmire village bodies were 
able to preserve their rights of independent management subject to the 
payment of a fixe’d rent to the overlord talukdar. Their sub-proprietary 
rights have been recognized by a separate sub-settlement with them fix- 
ing their rent payment to the talukdar with whom the main settlement 
is effected by the Government. 

(ii) Tenant-rights.^— W g may now proceed to deal -with tenant rights, 
not of the ordinary contract tenants, but of those holding some privileged 
position. First we shall concentrate on a description of the features com- 
mon to all the provinces (prevalent before the enactment of tenancy legisla- 
tion after the inaguration of provincial autonomy in 1937) without 
entering into minute details i-elating to every particular province. The 
same general features that account for the rise of the landlord and over- 
lord fights explain the existence of tenant rights of different grades. Those 
who are now classed as tenants in the case of landlord estates, joint or 
individual, must at one time have enjoyed, a superior status. The more 
complete the landlord or the overlord rights and the greater the oppor- 
tunities and time at the disposal of persons acquiring these rights, the 
more will the lower grades sink in point e^f status. Thus different grades 
of tenant -fights would arise depending on the .strength of the pressure 
exerted from above. There were two difficulties regarding the recognition 
and definition of these tenant rights by the British administration; one 
was that not in all cases was direct proof obtainable of a former superior 
status enjoyed by tlie tenants ; and the second difficulty was that, besides 
persons emtitled to recognition on the ground of a former proprietary 
status, were also other tenants who were in a sense a privileged class, 
because they were -brought in by the landlords on a contract basis, but 
at a time whcrl tenants were too valuable to be ejected. The result was 
that a distinction between natural and artificial tenants had to be adopted. 
The natural tenants were those in whose favour definite facts could be 
asserted and proved ; the artificial tenants were those who were not able 

iSee Baden-Powell, Land-Revenue and Tenure in British India, d'i, vii, section S, 
and Taxation Enquiry Committee Report, par. 60. 
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to adduce any definite proof of the circumstances and origin of their 
tenant. righi.s. To meet the case of the artificial tenants, the twelve-year 
rule rva.s adopleil in Bengal, Agra, and, to a limited extent, in th)i Central 
Proviiues. In Bengal and Agra, the Tenancy Act of 1859 provided for 
die recognition of a teirarrt as occupancy tenai^t, if he had cultivated the 
same huicl continuously for twelve years. The Act was, however, evaded by 
landlords vdio made it impossible for airy ’tenant to hold the same piece 
of land continuously for the required period, and ’it rvas therefore amend- 
ed in Bengal in 1885. Cultivation was now required, not nece.ssarily of 
the same piece of land, but of some land in the same village continuously 
for twelve years. The Tenancy Act of 1928 declared holdings to be trans- 
ferable subject to a transfer fee, and the landlord was given the right of 
pre-emption. It further considerably strengthened the right of under-ryots 
and divided them into ■•three classes entitled to different degrees of pro- 
tection.i » 

In Agra, the Act was not formally amended as in Berijjal (1885), but a 
number of restrictions wore imposed by an Act passed in 1901, so as to 
prevent the landlord from defeating the provisions, of the law.- The Act 
of 1901 was revised ^in 1926 on the lines of the asiendments made in the 
Oudh Rent Act in 1921, viz., the conferment of life tenures on non- 
occupancy tenants and in return a large extension of the sir (home farm) 
rights of landlords. The heirs of the statutory tenants were allowed to 
hold on for five years. The addition thus made to the sir land was exces- 
sive. The Tenancy Act (1939) in the United Provinces seeks to restrict 
the sir land in the interests of tenants (see §9 (ii) below). In Oudh, 
occupancy rights, at first limited under the Act of 1886 to tenants who, 
having once etijoyed proprietary rights had lost them, we^e extended 
subsequently to ex-proprietors whose proprietary rights were transferred 
by sale or execution. 

In the Punjab, the right of occupancy can be acquired only by tenants 
whose claims arc based on certain historical grounds and not by mere 
lapse of time. T’he Punjab Act «f 1887 defines occupancy tenants as those 
who, for two gencralion.s, have paid neither rent nor services to,’the pro- 
prietor, but only their share of Government assessment. 

In the Central Provinces also, the twelve-year rule was applied at first, 
but later on it was given up in favour of an anangement which allowed 
purchase of occupancy rights at two-and-a-half times the annual rental. 
This in it.s turn was superseded by another rule framed in 19g0 which 
recognized two classes of occupancy tenants, both having transferable 
rights subject to certain conditions. a 

In tile zamindari estates in Madras every ryot who possess’ed ryoti land 
ri-hat is, land which is not the home farm or the sir land of the proprietor) 
at the time of the passing of the Estates Land Act of 1908 (modelled on 

1 Report of the Land Revenue Commission, Bengal, vol. I, par. 71. 

2 For liirtlif-r particulars regarding rent iegislatioii in Agra and C/iicIli, see the 
Report of the United Provinces Banking Enquiry Committee, pars. 3i;7-S. 
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the Bengal Act o£ 1885), and every ryot admitted by the landlord to the 
possession of ryoti land, has a permanent right of occupancy. His position 
has thus'ibeen assimilated to that of the occupant in ryotwari areas. 

In Bombay, the special Act of 1880 dealing with the khots protected 
the old residential tenants. in the same manner as occupancy tenants else- 
where. There are also other cases of special tenure, such as- the talukdari 
tenure, which are dealt witli.' under the Special Act of 1862. 

§7. Other than 'Occupancy tenants.— We have devoted so much attention 
mainly to occupancy tenants for the reason tliat they constitute by far 
the most important class of privileged tenants in landlord areas. It is 
necessary, however, to add that there are several other classes of tenants 
occupying a status in some cases higher and in others lower than occu- 
pancy tenants. By way of illustration, -we may refer to the superior class 
of tenants in Bengal known as tenure-holders hnd already mentioned 
above, and rydts at fixed rates who can neither be ejected nor made liable 
to enhancement of rent. Similarly, in the United Provinces, in the per- 
manently-settled districts of Benares, there are certain tenants at fixed 
rates. Again, in the ■Central Provinces, we have the class of ‘ absolute 
occupancy tenants ’ recognized at the first settlement as holding an ex- 
ceptionally strong position. These cannot be ejected practically for any 
reason whatever. They pay a privileged rent which, moreover, is fixed 
by the Settlement Officer for the whole term of the settlement. On the 
other hand, there are certain inferior tenants comparable to the tenants- 
at-will in ryotwari areas but enjoying a certain amount of protection not 
available to the latter. 

§8. General features of occupancy privilege.~We may now briefly indicate 
the nature pf the protection enjoyed by occupancy tenants, (i) There is 
a limit to the enhancement of the rent both as regards the amount and 
the period which must elapse before it can be increased. Enhancement 
can occur only as a result of agreement or by decree of a court on speci- 
fic grounds. The grounds for enhancement recognized by the court in the 
event of a suit are lightness of rent as compared with neighbouring land, 
advance ‘of prices, or improvement in the productivity of land due to 
the enterprise of the proprietor, or to fluvial action. The tenant can sue 
for a reduction of rent on the ground of permanent deterioration of the 
soil or a permanent fall in local prices. In the Central Provinces, the rent 
is fixed by the Settlement Officer as in the case of absolute occupancy 
tenants, but not for the whole term of settlement, being liable to revision 
every ten years. In Madras, rent cannot be increased by more than twelve 
and a half per cent at one time, (ii) There are certain provisions protecting 
the occupancy tenant from ejectment except in special circumstances. 
Provisions in this connexion are really complementary to those in con-' 
nexion with enhancement of renti Either set of provisions would be use- 
less unless supplemented by the other.: (iii) The occupancy right is heredi- 
tary and can be alienated, that is, parted with, or transferred outside 
the family on certain conditions, (iv) There are certain laws of distraint 
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for i-ent, securing the exemption of cattle, tools, seed-grain and so on. 
Further, in every case proper notice to quit is required, and payment of 
rent is by instalments, (v) Remissions and suspensions of land** revenue 
granted by the Government to landlords in a bad year must be followed 
by corresponding concessions granted to tenants by landlords, (vi) Lastly, 
the right to make improvements on the laqd without enhancement of rent 
is also protected within certain limits, or in the event of higher rent 
being charged, compensation must be allowed. * 

In short, the aim of these rules is to confer on tenants the privilege 
of the three F’s— fair rent, fixity of tenure and free transfer— as in the 
case of the Irish land legislation. The conferment of the occupancy pri- 
vileges on tenants thus makes their position comparable with that of 
owner-cultivators under the ryotwari system,^ 

§9. New drive for tenancy legislation in zamindari provinces.— After the 
introduction of Provincial Autonomy on 1 April 1937 and the assumption 
of office by the Congress Party in eight provinces, opinion hardened against 
the institution of zamindari, resulting in measures for tenancy reform 
in almost every province. These measures are brie&y reviewed below. 

(i) Bihar,— Soda after the Congress Government came into power 
the Bihar Government initiated legislation calculated to redress the 
grievances of the peasants and confer on them rights and concessions 
which directly diminish the power and prestige of the zamindars, who 
were, however, discreet enough to read the signs of the times and agree 
to a compromise. Reduction in rents to the level of 1911, abolition of the 
method of recovering rents in kind, exemption of enhancement for a 
period of fifteen years, withdrawal of the zamindar’s right of claiming 
damages in case of arrears of rent, the reduction in the rate of interest 
on such arrears to 6^ per cent, the conferment of hereditary rights in- 
cluding the right to dig wells, build houses and plant trees, on tenants 
who have occupied lands in a village for twelve years and protection 
against eviction— which is not permitted except in the case of land being 
rendered unfit for cultivation— are the principal features of the Bihar 
Tenancy Act (1938). The only right after all this that the landlord possesses 
is to get his rent from occupancy tenants. The number of non-occupancy 
tenants in the province is almost negligible- 

(ii) The United Provinces.— The. labours of the Congress Ministry, 
spread over two years, culminated in the passing of the United Provin- 
ces Tenancy Act, in December 1939, which consolidates and amends the 
tenancy laws of Agra and Oudh in the light® of the ,pndings of a com- 
mittee appointed earlier to inquire into the problem of land tenure in 

- the province. The most important provision of the Act is that which 
confers hereditary rights on all but a .small fraction of such tenants as 
are not at present in enjoyment of ocaipancy rights. The most striking 

pp. 262-3. 
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addition to tenants with hereditaiy rights is obtained from tenants on 
sir (itonto farm) land, to,whom under the present law no tenancy right 
accrues. The Act restricts . the grant of sir rights (relating to tenant y at 
will) paying land revenue not exceeding Rs. 100 "to small landholders and 
limits the area to 50 acres- in the case of lai'ge landholders. The current 
rent rales were to remain in force for the time being, but were to be 
reduced within five yeitrs to" the' level of rents prevailing between liSOfi 
and 1905. Onct” determined the rent rates were trot to be ordinarily 
revised for a period of 20 years. Rent is to be remitted or suspended dur- 
ing periods of natural calamities and resettled during periods of economic 
calamity such as a slump in prices. Ejectment will be allowed only in case 
of prolonged default. The rate of interest on arrears of rent will be 
reduced to Gj per cent per annum. " 

(iii) Bengnl.— The. Bengal Tenancy Act of 1938 provides for the aboli- 
tion of illegal ’exactions and cesses levied on tenants, of the right of jrre- 
emption enjoyed '"so far by the landlord (this right being given to co- 
sharer tenants instead), of the transfer fee (salami) payable to the latter 
and of the right to realize rent by certificate procedure. 'The tenant has. 
been given the right to I'ecover his diluvial land witliin 20 years on pay- 
ment of only 4 years’ rent. The under-ryot has been given rights similar 
to those enjoyed by occupancy ryots, and the rate of interest payable 
on arrears of rent has been reduced to Gi- per cent. The new Act further 
provides for the suspension of all provisions relating to the enhancement 
of rent for a period of 10 years.^ The Act was regarded by the Bengal 
Government as a first step in dealing with the urgent grievances of tenants. 
A Commission was therefore appointed to undertake generally an examina- 
tion of the existing land revenue system of Bengal in its various aspects 
with special reference to the Permanent Settlement (see §32 below). 

(iv) Central Provinces.— The Congress Ministry in the Central Pro- 
vinces succeeded in enacting the Central Provinces Tenancy Bill (1939) 
drafted in the light of the recommendations made by the Revenue Com- 
mittee appointed earner by the Government to consolidate the existing 
land revenue and tenancy law of the province. 

§10. Tenancy in ryotwari provinces.— Here, as a general rule, there has until 
recent times been comparatively little artificial growth of a landlord or 
middleman class between the cultivator and the state. Therefore tire 
necessity for recognizing the subordinate rights and varieties of tenancy 
which need such careful treatment in north Indian settlements has not 
been felt so urgently. As we have already seen, there are some landlord 
estates even in ryotwari provinces, as in the case of Madras zarnindars 
or the Bombaf khots and talukdars, and most of these cases, as we have 
just noted, have been provided for by special Tenancy Acts. As regards ' 
the ordinary contractual tenants under ryotwari holders either in Madras 
or Bombay, or any other province where the ryotwari system is mainly 

^ Report of the Land Revenue- ConhhMoh, Jlengal, vo\, l, par. 6S. 
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in force, there was until recently no special legislation iutenrled to pro- 
tect them from arbitrary rent enhancement ’or summary eviction, although, 
of course, the general tenancy law was available for enforcing nhe terms 
of an agreement, if any, between the two parties, or failing an agreement, 
the dictates of any particular usages of the locality in question, ''i'he in- 
crease in the number of tenancies, the passing of laml into the Jiands of 
non-cultivating classes in consequence of’ the disintegration of the village 
community and deterioration of agriculture, and the excessive competi- 
tion among tenants for land, leading to growth of rent rates, have gradu- 
ally created a situation in ryotwari areas rvhich ireeds to be met by tenancy 
legislation on lines similar to those adopted in zamindari provinces. 

§11. The Bombay Tenancy Act (1939).— -The Bombay Tenancy Act was 
passed ill October 1939. It received , the assent of the Governor-General in 
April 1940 and in 1941 'came into force in selected areas in the province 

As pointed out in the statement of the objects and reasdiis accompany- 
ing the Tenancy Bill, the provisions of the Bombay Land Revenue Code, 
1879, and the Khoti Settlement Act, 1880, which regulated the relations 
between landlords and tenants in the province, had^been found to be un- 
satisfactory in several respects.^ Many tenants v,'ho had held the same 
land for generations had not obtained rights of permanency but con- 
tinued to be tenants-at-will liable to be deprived of their tenancy at the 
will, of their landlords, and had in consequence no incentive to make 
improvements, for which further they might be asked to pay higher rents. 
Even permanent tenants were sometimes subjected to levies sanctioned 
by local usage or custom and to forced or ill-remunerated labour. It was 
the tenants of large landowners, whether in khalsa or alienated villages, 
who were particularly exposed to these disadvantages. The Tenancy Act 
therefore gives special protection to tenants of such landlords. 

The Act created a new class of ‘protected tenants’ and provided for 
the protection from eviction of those who had held land in tenancy con- 
tinuously for a period of not less than six years immediately preceding 
1 January 1938, and had cultivated such land personally during the afore- 
said period. Tenants evicted after 1 April 1937 were to be dewned pro- 
tected tenants under certain conditions. The security of tenure is, however, 
subject to certain conditions, viz. the desire of the landlord to cultivate 
the land himself, or to use it for a non-agricultural purpose, failure by a 
tenant to pay rent, bad or injurious tenancy, sub-letting the land instead 
of cultivating it himself. A protected tenant is entitled to compensation 
on eviction where he has made any iiriprovement on the land held, by 
him, and his tenancy is transferable to his heirs under certain restrictions ; 
but his rights cannot be mortgaged or otherwise alienated, mor will they 

lln a l’re.ss Note issued, by the Government of Bombay in April 1941 it is explained 
that in view of its complicated character, the numerous administrative problems of a com- 
plex nature presented by it and the substantial changes in the economic structure of the 
province involved in it, it is desirable to enforce the new Tenancy Act in selected area.s. 

^!See Bombay Government Gazette, 26 August 1938, pp. 497-511. 
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be liable to seizure, attachment and sale by process of any court. The 
Act also provides procedure fbr determining the reasonable rent payable 
by tile protected tenant in the absence of an agreement with his landlord 
or of local usage. The fair, rent is to be determined by the mamlatdar 
in accordance with a specified, procedure, and an appeal against his deci- 
sion to a First-class Subordinate Judge is permitted. 

The Act confei's certain benefits on all classes of tenants. For instance, 
the exaction bydandlords of any cess, rate, tax or service from any tenant 
other than the rent laivfully due is forbidden on pain of a heavy fine. For 
some areas the Government may fix the maximum rate of rent payable 
by tenants. Whenever the Government grants suspension or remission of 
land revenue assessments, landlords must give a corresponding suspension 
or remission of rent to their tenants.* This provision, however, does not 
apply to crop-share rents. * 

All tenants 'are entitled during the continuance of their tenancy to the 
produce and wodd of trees planted by them on their lands. They are also 
entitled to compensation for those trees on the termination of their 
tenancy. Relief against termination of tenancy is granted in certain cases. 

Under clause 23 of the Act no agricultural lease can be made for less 
than ten years, in order that tenants may be encouraged to improve the 
lands and to secure a better return for their labour. 

Further protection to tenants is granted by a Bill passed in October 
1946 by the Bombay Legislative Council. 

§12. What is a setdement ?— The ground being prepared by a preliminary 
study of land tenures, we are now in a position to consider land revenue 
settlement. What is technically called a settlement of land revenue consists 
of the deterjnination of (i) the share of the produce or the rental to which 
the state is entitled ; (ii) the person or persons liable to pay it ; and (iii) the 
record of all the private rights and interests in the land. As previously 
stated, the last item is particularly important in landlord areas, indivi- 
dual or joint, where there is a regular graduation of landed rights and 
interests that have to be recognized. •> 

§13. Requisites of a settlement.^— Three principal stages in the process of 
land revenue settlement may be distinguished : (i) preparation of a cadas- 
tral 2 record ; (ii) assessment of revenue ; and (iii) collection of the revenue 
asseiised. 

(i) The cadastral record.— The cadastral record, which includes the 
village niap, the fiscal or the revenue record, and the record of rights, 
is prepared by means of^a detailed field-to-field survey of the land and 
the demarcation of the boundary lines so as to secure an exact account 
of the cultivable land, the extent of each kind of soil reejuiring its own 
rate of assessment, and the preparation of a correct record of rights. From' 
this survey, a map is prepared for. each village showing the separate hold- 
i.Sce Imperial Gazetteer, \al. IV, ch.. vii. 

2 ‘ .Cadastral ' literally means showing, the extent, and ownersliip of land for 
taxation. 
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ings and the area and nature of the.eultivable and waste land, do corres- 
pond with the village map, a field register, is usually prepared, and from 
these two, the fiscal or revenue record, showing a correct list of, revenue 
payers with the amount, shown against their names. These an'; supple- 
mented by statistical tables and returns illus'trating the past history and 
the jarcsent condition of the village. Lastly, "a record of rights, cither 
separate or as an adjunct to the revenue record, is prepared showing 
the tenure of land, and the various rights in the 'land, such as the rights 
of landlord, co-sharers, sub-proprietors, occupancy tenants, etc., as well 
as the rights created by mortgage, sale, lease and so on. All these records 
are kept up-to-date by a system of public entry and registration of all 
changes. The rights thus recorded are presumed to be legally valid until 
the contrary is proved. 

(ii) Assessment of, revenue.— In order to find the revenue demand 
there is a valuation of the land, the ascertainment of revenue rates and 
the totalling up and adjustment of them. This gives,, the sum payable 
by the estate or holding. In some cases, subsidiary proceedings to deter- 
mine the distribution of this total among co-sharers and the adjustment 
of tenant rents are necessaiy.^ The different bases for assessing revenue 
adopted in the various provinces will be considered presently. 

(iii) Collection of revenue : (a) Instalments.— 'L?aid revenue is col- 
lected not in one sum but in instalments, so as to suit the convenience 
of the revenue payers. The average landlord, for example, cannot pay 
unless the harvest is reaped and the produce marketed. Another considera- 
tion governing the system of instalments is to avoid too great a demand 
for cash at one time, for this is likely to send prices down and raise rates 
of interest to inconvenient levels. 

(b) Procedure for the recovery of revenue arrears.— In respect of 
recovery of arrears, there is a difference between tracts under Permanent 
Settlement and those under Temporary Settlement. In the former, the 
gift of the landlord right was accompanied by the rigorous condition 
that the revenue must be paid with absolute punctuality under threat 
of immediate sale of the estate— a course of action deemed to be preferable 
to the alternative of subjecting a great landlord to the indignity of per- 
sonal imprisonment, or attachment and distraint of moveable property. 
In the Temporary Settlement areas, the procedure is less .strict and the 
sale of land, instead of being the first step, is usually the last of a series 
of steps. 

(c) Suspension and remission of rewenMe.— Though the assessment is 
fixed with reference to average seasons and conditions during the period 
of the settlement, exceptional disasters, widespread or i'ocal, such ns floods, 
blight, total failure of rains or of other sources of irrigation, or collapse 
of prices of agricultural produce, etc., are apt to upset all calcuiations, 
even assuming that the agriculturist has the ’Will and the power to utilize 


See Baden- t’owell, Land-Revenue and Tenure in British India, p. 1'18. 
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a g(XitI liiirvest as an insurance against a bad year, which is rarely the 
case. Jn these ciiciimstances, relief graduated according to the degree of 
ciop failure is necessary and may take the form of suspension, or remission 
(partial Ar complete). The suspended revenue may be recovered or re- 
mitted according to the nature of the succeeding harvest. Remission, 
partial or complete, is granted in the case of continued failure of crops 
over more than one year. > ^ ■ 

§14. Classification of settlem^ts.—Settleraents fall into two classes accord- 
ing to their duration. Where the share o£ the state is fixed in perpetuity, 
as in Bengal, it is called a Permanent Settlement; and where it is fixed 
temporarily for a definite period, it is called a Temporaty Settlement. 
The period is 30 years in Bombay, Madras and the United Provinces, 20 
years in the Central Provinces, and 40 years in the Punjab. 

Settlements may also be classified according to, the system of tenure. 
Corresponding the three main kinds of tenure already indicated, and 
as influenced by, them, there are three main kinds of settlement as 
follows;! 

(i) Settlements for single estates under one landlord. Varieties under 

thi.s heading are : * 

(a) Permanent Settlement with the raraindars in Bengal, north 
Madras and Benares. 

(b) Temporary Settlement with the remaining zaminclars in* 

Bengal.2 

(c) Temporary Settlement with the talukdars of Oudh. 

(ii) Settlements for estates of proprietary bodies, usually village com- 
munities. These are called mahalwari settlements. Varieties (all varieties 
of this are on a temporary basis); 

(a) The mahalwari settlement in the United Provinces of Agra 
and Oudh (where there are no talukdars but only village communities). 

(b) The mahalwari settlement of the Punjab. 

(c) The malgnzari settlement of the Central Provinces. 

(hi) Settlements for individual occupancies or holdings. Varieties (all 
varieties under this arc on a temjmrary basis): 

(cl) The lyotwari systeth of Madras. 

(b) The ryotrvari system of Bombay and Bcrar. 

(c) Special systems (in principle lyotwari, but not officially so 
called) of Assam and Coorg. 

.1 Despite Uie divewity oE settlement systems, ‘they are all alike in three respects. 
Firstly, the process o£ assessment is always preceded by the preparation of a survey 
map and record of rigjits ; secondly, a .soil classification is always made ; and, thirdly, 
the assessment is gio longer based on the gross produce, but on the net assets.’— Sir 
Edward Blunt, The J.C.S., p. 131. 

2, A. zamindari .settlement is npt necessarily also a Permanent Settlement and a ryot- 
ivari settlement is not necessarily a Temporary Settlement. Zarnindari settlements are 
temporary. For example, in Oudh. Again, there is nothing to prevent a ryotwari settle- 
ment from being permanent, though, as it happens, there is apparently no actual 
ihstahce,. d£l this. ' ■ 
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Every settlement must thus belong to one or other of the three classes 
mentioned above and must be either temporary or permancncd 
gl5. Zamindarl settlements: Permanent Settlen^ent in Bengal.— We have 
already sc;en Jiow the develoirment of revenue farming, paiti(]ulariy in 
Bengal, led to the superses.sion of the old ryots by a new body oE landlords 
known as zamindars. We have also pointed out how, owing to the disrup- 
tion of the .\Togid Empire, the old regular system of revenue administra- 
tion evolved by Akbar had fallen in'to hopele.ss decay, anti the cul- 
tivators were ground down by the exactions of the /,an>indar i>n the one 
hand, and on tire other, by the numberless extra imposts levietl on the 
land by the provincial rulers. The position, if anything, tvas mailc much, 
worse in the early years of tire Company’s ride after the gram, of the 
Diwani in 1765. The confusion was worse confountled by Clive’s dual 
government system, under w'hich neither the Nabob’s revenue oflicers 
nor the East India Company's servants felt any responsibility for the 
good government of the country, with the re.sult that file people were 
oppressed by both and protected by neither. The supervisors of revenue 
appointed in 1769 to protect the cultivator from the exactions of zamin- 
dars, being young and inexperienced officers, dkl not in the least set 
matters right, esiDtcially as the kamingo, and die zamindars, who alone 
possessed the required information, refused to part with it. The terrible 
famine of 1770 served only to intensify the clifliailties. The Court of 
Directors decided in 1772 to stand forth as the Diwan, and instracted 
Warren Hastings to assume the direct administration, of revenue. He 
improved, to some small extent, the machinery of collection by appoint- 
ing Collectors, and subsequently by creating Divisional, Provincial and 
Central Boards of Revenue. The change in the method of assessment, 
however, proved disastrous; At first quinquennial and then, annual leases 
for the collection of revenue were sold by public auction to the highest 
bidders, setting aside the existing zamindars and encouraging the intro- 
duction of capitalists and speculators, who tried to screw out of the 
peasants the utmost they could by way of rents and additional illegal 
cesses on land. The deplorable state of the finances of the East India 
Company and its anxiety to give high dividends to its shareholders was 
at the root of the new system. It was chiefly to straighten out these matters 
and to relieve the agricultural distress, in Bengal that Lord Cornwallis 
came out to India in 1786. 

The most important measure of the administratitm of Lord Cornwallis 
is the Permanent Settlement of Bengal, The idea of fixing ^he .state de- 
mand in perpetuity, first mooted by Francis^and later on adopted by Fox 
in his India Bill, wa.s ultimately recommended to ikc Indian authorities 

iln 1928-!), the total acreage of ryotwari holdings was .S34,;j!)8,()00 or .51 per cent 
of the total area ; of permanently .settled zamindarl or village community holdings 
121,017,700 or 19 per cent of the total area; and of temporarily settled zamindari or 
village community holdings 198 , 902,000 or 30 per cent of the total area (India in 
mo-l, p. 1G9). 
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by the Court of Directors in 1785, but, it tvas left to Lord Cornwallis, 
assisted by Sir John Shore, to carry out the policy of Permanent Settle- 
ment in Bengal, After inquiries lasting for three years, a settlement was 
made wit'^.i the zamindars, who were declared full proprietors of the areas 
over which their revenue collection extended, so tliat they might have 
some legal status which would, enable them to fulfil their obligation to 
the Government, and to induce them to take an interest in their estates. 
This right was, however^ subject to the payment of land revenue and to 
liability to have ®the estate sold for failure to pay, no excuses, such as 
drought or famine, being accepted for non-payment. The Ciovernment 
also reserved the right to introduce any measures they might think neces- 
sary ‘ for the protection and welfare of the dependent talukdars, ryots 
and other cultivators of the soil ’. The assessment was fixed approximately 
at ten-elevenths of what the zamindars' received as rent from the ryots, 
the remaining one-eleventh being left as the return for their trouble and 
responsibility. The revenue liability was fixed in a rough and ready 
fashion without any survey or record of landed rights and interests, or 
any investigation into the productive capacity of the different classes of 
soils. In 1793, in considtation witli the Court of Directors, the settlement 
was declared permanent ' and the assessment unalterable for ever, and 
the Government specifically undertook not to make any demand upon the 
zamindars or their heirs or successors ‘for augmentation of the public 
assessment in consequence of the improvement of their respective estates 
The primary object of the East India Company was to safeguard the 
punctual receipt of tire land revenue. For this purpose the expansion of 
cultivation was indispensable, and in the opinion of the Directors this 
could only be achieved by a permanent settlement. It may be noted here 
that while Sir„ John Shore was at one with Lord Cornwallis so far as the 
recognition of the zamindars was concerned, he would have preferred to 
wait for the decennial period of settlement already in force to run out 
before declaring the settlement perpetual, 

§16. Criticism of the zamindari setdement of 1793 in Bengal.— The settle- 
ment thus effected is open to criticism on 'various accounts. In the first 
place, the -essential preliminaries to any settlement, namely a detailed 
survey, classification of soils and tlie preparation of a record of rights 
were dispensed with. Secondly, it was thought impolitic to pry into the 
internal concerns of the estates and possibly to excite the distmst of the 
landlords. As for the ryots, it was hoped that the landlords would come to 
an understanding with them and protect their rights. Nevertheless, as 
Baden-Powell remarks: ‘The fact that the Permanent Settlement was 
made without any suivey, and without any record of landed rights and 
interests, has proved more fraught with evil consequences than perhaps 
any other feature of the settlement.’? 

i See Taxation Enquiry Committee Report, par. D5. See also Report of the Lamd 
Revenue Commission, Bengal, vol. I, par. 44. 

^ Land-Systems of British India, vol. I, p. 289. 
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The second great defect of the Permanent Settlement was the failure 
to guard the rights and interests of the ryots, who suffered a double in- 
justice, first, by losing their proprietary rights’, and secondly, l?y being 
left almost entirely to the mercy of the zamindars, tvho proceeded to rack- 
rent themd It was en’oneously assumed thaf the rights of parries claim- 
ing an interest in the land were sufficiently' established by the customs and, 
usage of the country to enable the Courts ^to protect individual rights. 
There was, indeed, a general provision that leases or pattas were to be 
given to the ryots specifying the' area as well as the terms and conditions 
of the holdings, but in practice this was of no avail, as the pattas could 
not be enforced and also, in some cases, because the ryots were unwilling 
to take them for fear of admitting their inferior position and of com- 
mitting themselves to the acceptance of conditions which they did not 
quite understand. It ippst, however, be admitted that the sad plight of 
the ryots was in no small measure due to the extremely hegvy assessment, 
which wfas exacted with great ligour under the existing.,Sale Law. In the 
event of defaidt the estate was immediately sold by auction. That being 
so, it was necessary to assist the landlord in realizing the rents due from 
tenants to enable him to pay his Government ,dues with the absolute 
punctuality that was insisted upon. The zamindars were vested with wide 
and arbitrary powers of distraint under Regulation VII of 1799. Again, 
in many cases, the landlord, being unable to meet the state demand,- had 
his estate actually sold. Naturally the successor insisted upon a clear 
title before he could be induced to purchase it. This meant a more com- 
plete supersession of the rights of the ryot and his subjection to more 
and more extortionate demands on the part of the newcomer. The tenant 
had to wait for nearly three-quarters of a centuiy before any attempt 
was made through the tenancy laws of 1859 and 1885 to grant him re- 
dre.ss from the grievous wrong he had suffered so long.^ 

It is often asserted that Lord Cornwallis being himself an English 
landlord, laboured under aristocratic prejudices and desired to create a 
landed aristocracy here similar to that in England, though the conditions 
of the two countries were widely different. The Permanent Settlement, how- 
ever, was emphatically the work of the Company’s middle-class' servants. 
Quite jrossibly the fact that Cornwallis belonged to the English aristocracy 
made him readier than he otherwise would have been to accept the policy 
with which his name is associated. But it is certainly not true that he tvas 
its sole originator and protagonist. Besides, when he appeared on the 

1 ‘ The errors [o£ the Permanent Seulement] were twofold : they consisted, firstly, 
in the sacrifice of what may be denominated the yeomanry, hf merging all village 
rights, wlietlier of property or occupancy, in the all-devouring redbgnition of the 
aamindar's permanent property in the soil; and secondly, in the sacrifice of the 
peasantry by one sweeping enactment, which left the zamindar to make his settlement 
with them on such terms as he might choose to require.’— Sir J. E. Colebrook, quoted 
by Morison in The Industrial Organisation of an Indian Pronince, p. 27. 

2 For the period from 1793 to 185£>, see Report of the Land Revenue Commission, 
Bengal, vol. I, par. 49. 
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scene, lie I'ouml the zamindars occupying such a strongly entrenched posi- 
tion that it would have beenr impossible to ignore them and set aside 
the deveJ(jpiuent of a ceiftmy and go to the root of the problem, as it 
were, trying to search out the original owners qf the soil, as opposed to 
the zamindars, who started by being merely farmers of revenue. In accept- 
ing the fait accompli therefore Lord Cornwallis Was probably impelled 
by the inexorable logic of fapts. Further, it must be remembered that the 
all-round ruin whidi the agriculture of Bengal was then involved, 
partly as the result of the kaleidoscopic changes in the post-Diwani revenue 
policy and the terrible famine of 1770, imperatively called for some 
drastic solution. There were thus very cogent reasons for some form of 
zamindari settlement. The entire absence of maps and reliable records 
of the areas and rent of individual hgldings made a ryotwari settlement 
impossible. Lack of roads and means of communication and absence of 
trained staff capable of direct collection from the cultivators made some 
fonn of agency for the collection of revenue on contract or commission 
essential. 1 In these circumstances it was felt desirable to acknowledge as 
proprietors the zamindars, who happened to be the only well-established 
revenue machinery that, was available, and in whose recognition seemed 
to lie the only chance of agricultural revival. 

The third and the most important aspect of the Bengal settlement, 
namely, perpetuity of assessment, is a question not limited to Bengal alone 
but of much wider importance. It may therefore be reserved for treat- 
ment at a later stage (see §§31-2 below). 

§17. The Permanent Settlement in Benares and Madras.— In Benares the 
British, anxious to follow the Bengal model and as yet not sulSciently 
familiar with the peculiar system of joint tenure of land, ignored the 
existence of landlord villages with a strong clan or tribal connexion and 
dealt with one of the chief co-sharers or some other prominent person 
on a Permanent Settlement basis (1793). In Madras no definite plan was 
followed, until after the ces.sion of Mysore and the Karnatak districts, 
when, although a settlement on lyotwari lines had already been initiated, 
an attenjpt ivas macie to extend the permanent zamindari settlement to 
the whole Presidency. There was a considerable diversity of opinion as 
to the system to be adopted, but the Court of Directors, impressed by 
the punctuality with which the revenue was paid under Permanent Settle- 
ment in Bengal, instructed the Madras Government to enter into a perma- 
nent engagement with the zamindars. In north Madras and certain parts 
of south Madras, individual landlords existed, being mostly descendants 
of former ruling phiefs, ahcl no difficulty was experienced in settling with 
them. In south Madras, however, only a few of these landlords— or poly- 
gars as they were called— were recognized, and the others were dispossessed 
as a penalty for having resisted the British power. In the major portion 
of the Presidency, however, there were ryotwari villages wliere no such 

iSee Report of the Land Revenue Commission, Bengal, vol. .1, par. 45. 
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intermediaries existed, and in pursuance of the instructions of the Court 
■of Directors, an attempt was made to create substitutes out of enterpris- 
ing contractors. The villages were grouped together into artificial districts 
or parcels and sold by auction to the highest bidders, who theii Ixx'ame 
the landlords of the whole estate. This experiment failed disastrously 
as it deserved to do. As Baden-Powell remarks, ‘ the real zamiudar, in 
his natural growth of a century and a 'half, was bad etiough ; but what 
could be said for an auction-ropm landlord? Of course, »the system failed 
miserably.’^ The experiment was therefore abandoned in. favour of the 
ryotwari system strongly advocated by Munro and developed, if not 
originated, by him. But before the ryotwari system was authoritatively 
adopted, between one-fifth and one-third of the Presidency had already 
come under the Permanent Settlement. The course of tenancy legislation 
for zamindari estates in Madras has already been described. 
ijlS. Subsequent history of the Permanent Settlement : (a) Under the Com- 
pany.— In the days of the Company’s rule, Wellesley,'’ Minto, Hastings, 
Bentinck and Munro had all strongly advocated the extension of the 
Permanent Settlement to other parts of India on ,the ground that, judg- 
ing from the case of Bengal which had expcrien«ed a great revival under 
it, it seemed to hold out sure prospects of rapid agricultural development. 
The Directors of the East India Company, however, rejected the proposals 
(1820), in spite of solemn pledges given by proclamation and the expecta- 
tions raised in all parts of the country.^ 

(b) Under the Crmun.— Alter the abolition of the Company the ques- 
tion was revived by Lord Canning on the recommendation of Colonel 
Baird-Smith who was deputed in connexion with the severe famine of 
Orissa in 1860 to inquire into the causes of, and suggest remedies for, 
such calamities. Sir Charles Wood, while agreeing with the recommenda- 
tion, failed to take any action. Sir Strafford Northcote, the next Secretary 
of State, proposed in 1867 the introduction of the Permanent Settlement 
subject to certain conditions, such as that, where 80 per cent; of the 
cultivable land was brought under cultivation and there was no prospect 
of canal irrigation increasing the produce by more than 20 per, cent, the 
state demand should be fixed in perpetuity. These conditions meant in 
effect that Permanent Settlement was to be deferred as long as the land 
continued to improve in value. Lord Kimberley, the : Secretary of State, 
however, finally rejected the proposal altogether in 1883 mainly on the 
ground that the country was as yet undeveloped. Since then the attitude 
of the Government has been to regard the question of Permanent 
Settlement as closed, although from time to time jichoes of the old 

- 1 Land-Systeuu- of British India, vol. I, p.292. 

iJA.s Raiiaile pointed out, ‘ Optain Wingate and hi-s associates who wore the great 
pioneers of the Konibay survey always regarded Permanent Settlement as the con- 
summation of their land policy, to which the periodical .settlcm'-ents wore only intended 
to serve as a preparation and midway introduction.’— .Sec Report of the Land Revenue 
Assessment CommHlee, Bombay (192B), p. 72. 
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controversy ol: Permanent versus Temporary Settlement continue to be 
iieard. TJie controversy in recent years caused by the proposal of the 
Piengal hand Revenue Gonamission to scrap the zamindari Permanent 
Settlenieni of Bengal and introduce a system of state purchase of zaniin- 
daris is reviewed in §32. - , 

§19. Temporary Setderaent with the remaining zamindars in Bengal and 
with the ululcdars of Oiidh.'-Those parts in Bengal that are not per- 
manently settled for one" reason or another come under a temporary settle- 
ment, under which the percentage of assets taken is very high, as much 
in fact as 70 per cent, the holders of the settlement being usually middle- 
men, of a class for whom 30 per cent of the assets is regarded as ample 
remuneration. As to the mode of assessment, the system adopted in Bengal 
is identical with that in use in Agra which is described below. 

The component villages under the talukdars nre so important that 
virtually the ©udlr settlement may be regarded as a modified form of 
the joint village Settlement system which we now proceed to describe. 
§20. Mahalwarf settlements.— The temporary settlement as developed in 
the Agra province is the typical form adopted in provinces where mostly 
village communities witli landlord rights are dealt wijh. Ah attempt was 
at first made to settle the villages on a permanent basis with a revenue 
farmer or some other person of note. The Home authorities, however, 
would not hear of a permanent settlement, and besides, in 1819, Holt 
Mackenzie, as seaetary to a commission of inquiry, drew attention to the 
existence of village proprietary bodies and pointed out that they had to 
be reckoned with, that the single-landlord ideas derived from Bengal 
could not very well be applied, that a proper survey and a careful record 
of all rights, whatever were indispensable, and that permanent .settlement 
as a general measure could not be thought of. 

The question Of settlement in Orissa also came up at the same time 
as inquiries w'ere set on foot in the North-Western Provinces (now called 
tire United Provinces of Agra and Oudh), and to deal with both cases 
the famous Regulation 7 of 1882 was passed. This, together with later 
amendments, is the chief basis for all subsequent temporary settlements 
with landlords and village bodies. 

Ill Agra, barring a few cases of individual zamindars and Agra taluk- 
dans, in the majority of cases there was no person above the village bodies. 
These were therefore settled with directly in their collective capacity, 
though a ,co-sharer of standing and respectability was generally selected 
to undertake the primary liability in connexion with the jrayment of land 
revenue, and he rigned tire settlement on behalf of all the co-ssharers, 
who were made jointly and severally responsible for the assessment. As 
the overlord rights of the Agra talukdars were very much inferior to those' 
of the proprietary rights of the Oudlr talukdars, their claims were di.s- 
posecl of by making the assessment payable by village bodies under them 
just so much higher as was necessary, and 10 per cent of the land revenue 
was paid as talukdari allowance to them directly from the Government 
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treasury. Returning to the settlement with tlie village eommunitics in 
Agra, we must note that a section of a village or even an individual co- 
sharer (above a certain limit) can move for’ what is called ‘ a perfect 
partition ’ of separate and individual revenue liability, to take? the place 
of joint liability. The work of settlement is, partly judicial and partly 
fiscal, referring respectively to the ascertainment and rec(Hd of righ(.s in 
land on the one hand, and, on the otlrer; the assessment of tenant rents. 
As to the settlement, we have, the usual stages’ of dejnarcation, survey, 
record of holdings and rights, and lastly, the assessment itself. 

§21. Principles of assessment in mahalwari systems.— The principles of assess- 
ment which we are about to describe must be understood to apply to 
air the mahalwari systems. After experimenting with several methods, such 
as the valuation of net produce, etc., the Government adopted the follow- 
ing plan of fixing the ’assessment. The actual rental value of the lands in 
the village is taken as the basis, direct or indirect, of -.the assessment. 
Revenue is technically said to consist of ‘ a fraction o5 the assets ’ of the 
estate as annually received. This fraction has varied from time to time. 
It was very high in the beginning under the East, India Company, being 
over 80 per cent r\ it was reduced to 66 per cenhin 1833 fay Lord William 
Bentinck ; under the Saharanpur Rules of 1855 it was further reduced to 
about 50 per cent ; and according to official claims the actual fraction 
realized in most cases is well below 50 per cent at tire present time (see 
also §43). 

The assets mainly consist of (i) the total rents actually received, which 
constitute by far the most important determining factor in Agra, (ii) 
the calculated rental value in the case of lands held by the proprietors 
themselves or allowed by them to be rent free, and (iii) certain miscellane- 
ous profits, such as those from valuable waste lands, income from grazing, 
fruits and wild produce, etc. Of these three, the first two, making up the 
rental assets of the estate, are the principal factors. 

This is the general principle of assessment in the different mahalwari 
settlements in Agra, Oudh, th& Punjab, and the Central Provinces, though 
there are differences in detail in the various provinces. Actual rates of 
rent paid at the time of settlement axe the basis of the Agra plan. In the 
Central Provinces, the necessity for securing more perfectly an equality 
of incidence of rents has led to the adoption of a peculiar method to be 
noted later on. In the Punjab, since much of the land is held by the 
proprietors or by tenants who pay in kind, a direct process of calculating- 
cash rental cannot be followed. It is therefore necessary to ascertain a fair 
rate for all land of a given class on the basis of actual cash payments 
on the specimen holdings ; and thfese representative values are applied 
to all the lands in. the village. 

iFor example in Orissa, in 1822, it was authoritatively declared to be 83.3 per cent 
of the assets; in 1840, 65 per cent with a permissive reduction to 60 per cent, while 
at the re-settlement of 1901 it was brought down to 54 per cent (see Land Hevenue 
Policy of the Government of India, p. 13). 
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§22. Mahalwari settlement operations in the United Provinces.— At the com- 
incncenient of the settlement =operations in the United Provinces, the 
Settlement Officer inspects" the villages and groups them into assessment 
circles pc>v.se,ssing general similarity of soil and ,phy.sical character. The 
rent for each class of soiTis then determined. The chief guide adopted 
for this purpose is the cash rental of the lands under orilinary crops held 
by permanent and re.sponsiblc ' tenants who depend for their livelihood 
upon their holdiijg. The Settlement OlEcer tlien determines the rent rate 
AVith reference to the ascertained rentals, after taking into account such 
factors as means of communication,: increase of population, crop statistics 
and increa.se in the area cultivated.^ Where there are no cash rents, the 
Settlement Officer takes as his basis either the, rents paid in the village 
for similar lands or his own circle rates,. 

The system as applied to Oudli.—The Oudh settlement is practically 
the same as in,Agra in all its features including assessment, except that 
the settlement is only occasionally with village communities, and in most 
cases, single talukdars are dealt with in one sum for an estate comprising 
a greater or less numb^er of villages. The talukdar’s revenue payment is. 
based on the aggregate erf the sums leviable as rent frpm each village in 
his estate. In some cases, as already seen, ivhere the village communities 
under him have succeeded in preserving their rights, a ‘ sub-settlement ’ 
with, these is made, and the payment to the talukdars is fixed so as to. 
allow for the talukdar’s profit, which is in no case less than 10 per cent 
of the land revenue. 

§23. Mahalwari settlement of the Punjab.—Here we have the same system 
as regards survey, record of rights, etc., but tliere is a difference in detail 
so far as the method of assessment is concerned. There is no considerable 
body of tenants and of such as do exist many pay in kind. The Settlement 
Officer therefore calculates direct revenue rates per acre for each kind 
of soil in the village estate, basing them on what the rental assets would 
be if a cash rent were uniformly paid. For this purpose, there is a division 
of the area into circles in each of which broadly distinguishable classes, 
of soil are^ adopted. Then certain standard rates are fixed after taking a 
number of fair specimen holdings representing each kind of soil and find- 
ing out what they actually pay in cash, and failing this, what the aish 
value of the grain rental is. These standard rates are utilized as a general 
basis for the assessment. In the Punjab, tliough theoretically revenue is 
collected not from individual cultivators but from joint holders of village 
estates jointly and severally responsible for it, in practice the share 
of revenue due from each is distributed and can be recovered separately. 
The cultivators .therefore are generally in the same position as peasant 
proprietors in Bombay and Madras.^ Under the Punjab .Land Revenue 
Amendment Act (1929) the share of the state has been fixed at one-fourth 

1 See Taxation Enquiry Commiltee Uaport, par. 67. , 

2ibid., par. 168. 
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of tlic nei a^tseis and the period of settlement has been extended to '10 
years. (See also §43 below.) v 

§24. Malguzari settlement of the Central Province.— The system in the Cen- 
tral Provinces, again, is practically the same as tlic one in Agra.-, so far as 
the basis of assessment is concerned. There is, however-, a dillcrcnce in. ve.s- 
pect of one important particular. In the Central Provinces, the revenues of 
the villagt!s had been farmed out by the 'Marathas to individuals generally 
called malguzars. The British , Government’s anxiety, |jowever, to deal 
with individual landlords led to the conferment of a proprietary status 
on these and their recognition as heads of villages;, although the villages 
here were of the ryotwari type as in Bombay and Madras, consisting of 
aggregates of cultivator's each claiming exclusive owmership of his hold- 
ing. Extensive protection had therefore to be given to them, having regard 
to the fact that from the position of proprietors they had been degraded 
to that of tenants of the malguzars. The Settlenrerrt Officer therefore has 
not only to fix the revenue demand to be made from ihe malguzars but 
also to determine the rent payable, by practically all classes of tenants, 
to the malguzars.i It is obvious therefore that tl;re method of calcrtla- 
ting the rental valjje must be more accurate than where it merely serves 
as a general basis for the revenue demand on the part of the Govern- 
ment. 

The fixation of rents in the Central Provinces is thus a highly com- 
plicated process and is achieved by an elaborate system of grouping and 
soil classification according to what are called ‘soil units' which are 
intended to be measures of the productive capacity of the soil. ‘The 
value is assumed to depend on the average net jn'ofits of cultivation, and 
to each class of soil in every position a factor is assigned .expressing its 
value relatively to other soils, so that the soil unit varies, hot only with 
the fertility of the soil, but also with the position of the land.® 

§25. Hyotwari setdement : the ryotwari system of Madras.— We have al- 
ready noticed above® how the ryotwari system was adopted in Madras 
after the failure of attempts to introduce the Permanent Settlement. The 
principles of settlement are not embodied in any statute and afe derived 
from extensive instructions. There is an accurate survey of each village, 
and a village map with a descriptive register of all holdings is prepared. 
The lands are classified according to the productive capacity of the soil, 
which is estimated in tenns of quantity of some one of the ordinary grain 
crops. The grain value is converted into money value at a commutation 
price, based generally on an average of 20 non-famine years previous 

1‘7'he fixation of rents which is the most important settlement Operations is com- 
plicated by the general and increasing tendency on the part of malguzars to allow 
rents to continue at a low figure and to exact nazaranas on new leases of surrendered 
holdings or on the leasing of land for the first time’ (Taxation Enquiry Cammittea 
Report, par. .69). 

2 Taxation Enquiry Committee Report ‘. tor further details, see Baden-Powell, Land- 
Revenue and Tenure in British /miia, pp; 186-8. ®§17* 
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to the setiloinent From this, the expenses of cultivation being deducted, 
tve get the net produce, of which about one-half is fixed as the maximum 
laud revenue. There are abatements allowed for traders’ profits, and for 
the dislai^ce the grain has to be carried to the market, and on account of 
vici.ssitudes of season and unprofitable areas; ‘ After this, soils of similar 
grain values, irrespective of their classification, are bracketed together in 
orders called taram^ each with 'its own rate of assessment. These rates are 
further adjusted with reference to the position of the villages in which the 
lands are situated and the nature of the sources of irrigation. For this 
purpose, villages are formed into groups ; in the case of dry lands, with 
reference to their proximity to roads and markets, and, in the case of 
wet lands, with reference to the nature and quality of the water supply. 
This accounts for different rates of assessment being imposed on lands 
of similar soils but situated in different groups of tinder different classes 
of irrigation. The assessment thus fixed represents the commuted value 
of the GoVerninelit share of the surface cultivation. But if minerals are 
discovered in the land, a separate assessment will be levied therefor.’^ 
§26. The ryotwari system of Bombay.— Unlike Madras, Bombay possesses 
a Land Revenue Code^ which regulates all matters connected with settle^ 
ment. There are also special Acts to deal with the special classes of estates, 
such as those of the talukdars in Gujarat, the khots in the Konkan and 
the few joint villages of the Kaira and Broach districts. 

In our general historical survey of land revenue, we have made refer- 
ence to the revenue administration of the Marathas and its deterioration 
under the last of the Peshwas as a result of the introduction of revenue 
farming. When the British took over the Deccan from the Peshwas, they 
decided to pjit an end to the pernicious farming system and go back to 
the more equitable system of Nana Famavis. 

After various short-lived experiments and several proposals, including 
a general village settlement of the raahalwari type, the ryotwari system 
was eventually adopted. In 1825 Pringle was ordered to undertake a detailed 
.survey of the land. He also tried to introduce an elaborate land classifica- 
tion with-. extreme accuracy, on the basis of net profits obtained. This 
reejuired an infinite mass of details, and the whole experiment proved a 
failure on account of the high pitch of assessment in which it resulted. 
The failure of the experiment was emphasized by a series of famine years 
which supervened. 

The Government therefore directed that the whole operation should be 
commenced de novo, and m 1896 entrusted the task to two officers, Mr 
Goldsmid and Lieutenant Wingate. The system introduced by them, as 
modified from ftime to time, is essentially the system now in force,® In 

1 Standing Orders of the Board of Kevenue, Madras, quoted in Taxation Enquiry 

Committee Report, ytve. 64. i 

2 The Bombay Land Revenue Code (1879) was amended in 1939 in important 
particulars. See §44 below. 

S Report of the Land Revenue Assessment Committee, Bombay (1926), pp. 8-9. 
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1840, they submitted their report, in which they laid down the general 
principles for the basis of a survey settlement suited to the conditions 
of the Bombay Presidency. They recoinmended moderate assessment, 
settlement for 30 years, protection of improvements from taxation during 
the term of settlement, recognition of property in soil, perfect freedom 
of management with regard to sale, transfer and rents to be charged to 
sub-tenants, etc. Later on. Captain Davidson was appointed to collaborate 
with these officers, and in 1847 they issued i report which is well known 
as the Joint Report, in which 'are elaborated the print;iples underlying 
the present system. 

According to the system adopted in this Report, the basis of net profits 
for the classification of land as under Pringle’s system was abandoned. 
The depth and the texture of the soil were taken into consideration 
instead. The assessment itself was regulated by experimental rates based 
upon general considerations as to rainfall, agricultural prices, prosperity 
of the land and so on, the fundamental principle being’ that no more 
should be asked from the cultivator than what he could easily afford 
to pay. The mirasi and upri tenures of the olden days were merged into 
a uniform tenure known as the survey or occuparJcy tenure. The title of 
the cultivator to Ms holding was declared to be" indestructible so long as 
he continued to pay the assessment. He was entitled to relinquish any 
fields or take up others so as to suit the extent of his liability to the means 
at his command. His position and status have been defined in the Bombay 
Land Revenue Code (1879) on this basis. The tenure so created is known 
as ryotwari, under which the proprietary cultivator holds his land direct 
from the Government. Full occupancy tenure is heritable, transferable 
and otherwise alienable without the permission of the Government. The 
occupancy is liable to forfeiture for failure to pay the assessment. A guar- 
antee is given that no additional taxation will be levied on account of 
improvements made by the occupant,^ 

§27. Main features of settlement in Bombay .2— The ryotwari system of 
Bombay has the same general features as that of Madras, such as demarca- 
tion of boundaries, the determination of survey numbers which once fixed 
are not altered, and the classification of the soil, but the mode of assess- 
ment is different. The relative values of the soils are classified once for 
all according to their depth, texture, capacity for retention of moisture 
and other physical properties bearing on fertility, into several groups, 
and expressed in fractions of a rupee, 16 annas representing the best class 
of soil. The object of this classification, unlike that in Madras, is not 
to base the assessment on the net produce bu|; merely to use it as a basis 
for the distribution of the total revenue demand fixed for the area. 

Three main steps in the process of fixing the assessment, as dircccea 
by the Bombay Land Revenue Code (Amendment) Act of 1939, may be 
distinguished ; (i) The first step is the dividing of the lands in a taluka 

1 See Keatinge, op. cit., pp. 20-1. 

2 See Bombay Land Revenue Code (1879) and {Amendment) Act (1939), also §44 bclow- 
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or part of a taluka (to be settled) intx) groups. The groups are to be 
formed on a consideration of tlie following factors : physical configura- 
tion, climate and rain^fall, ' markets, communications, standards of 
husbandry, population and supply of labour, agricultural resources, the 
varialiorii! in the area occupied and cultivated 'during the last 30 years, 
wages, prices, yield of the- principal crops, ordinary expenses of cultiva- 
ting such crops, rental values of lands . used for agriculture and sales of 
lands for the purpose of agritulture. A ‘group' means therefore all lands 
in a taluka, or part of a taluka, which" are sufficiently homogeneous in 
respect of the above-mentioned factors, (ii) The second step is the fixing 
of the standard rates for each group. 'Standard rate’ means, with refer- 
ence to any particular class of land such as dry crop, rice or garden land, 
in a group, the normal assessment per acre on land in that class of 16 
annas classification value. The standard rates are to be fixed on a con- 
sideration of all the factors mentioned in (i) above and are to be such 
that the aggregate assessment (or revenue demand) on the occupied lands 
in any group is not to exceed 35 per cent of the average of the rental 
values of such lands for a period of 5 years immediately preceding the 
year in which the settlement is directed. It may be pointed, out here that 
rental value has been fcJrmally adopted as the basis ftir fixing the maxi- 
mum assessment under the recent (1939) Bombay Land Revenue Code 
(Amendment) Act. The Bombay system was purely empirical for a long 
time, as is shown by the fact that the decision of the Settlement Officer 
as regards the revenue rates depended not upon the formal working out 
of results based on theory, but rather upon the subjective impressions of 
local knowledge and experience.’- In recent years, however, the rental 
value, as ascertained by records of leases and sales and other similar factors, 
has been adopted as an important basic factor for fixing the assessment 
in practice.* Rental value, which has now been definitely and legally 
adopted as the basis for fixing the maximum assessment, is defined by 
the Bombay Land Revenue Code (Amendment) Act (1939) as ‘ the con- 
sideration (including premia, if any, or any .sum of money paid or pro- 
mised,. or a share of crops, or service, or zaf other thing of value rendered 
periodically or on specified occasions) for which land is or could be 
leased for a period of one year for its most advantageous use ’. The Settle- 
ment Officer is directed to ascertain, in the manner prescribed by rules 
issued under the Act, the rental value of lands for the purposes of settle- 
ment, (iii) The last step is the determination of the revenue liability from 
aggregate tp detail, fixing the land revenue assessment of individual survey 
numbers and sub-divisions. This, as we have already mentioned, is carried 
out with the help of the annewari classification of the soil which serves 
the purpose of 'a sliding scale. Thus, if the maximum rate be Rs. 3 per 

1 The Bombay Survey and Settlement Manual, quoted in the Taxation Enquiry Com- 
mitUs Report, 

aSee Bombay Government’s Resolution on the Report of the Land Revenue Assess- 
ment Committee, Bombay (1926). 
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acre for the 16-anna field, it would be Re. 1-8 per acre on a field classified 
as 8 annas.i 

It is noteworthy that under the amended Bonlbay Land Revenue Code 
(1939), the Provincial Gcvvemment is empowered to vary the assessment 
in any year in accordance with changes in prices where a particular settle- 
ment is declared to have been made with reference to specified prices of 
agricultural produce. A much-needed element, of elasticity in the adminis- 
tration of the land revenue system has thus been ilitroduged. The lack of 
such a provision was a source of great hardship to the agriculturists dur- 
ing periods of rapidly falling prices such as marked the depression of 
1929-33. On the other hand, it is but fair that the Government should 
be entitled to higher assessment in money value when agricultural prices 
show a substantial rise. Such an a,rrangement deserves to be introduced 
in other provinces as well. 

There are certain restrictions as regards the increase Jin assessment 
resulting from a revision, according to which the increase is limited to 
25 per cent on the total for a whole taluka and a group, and 50 per cent 
on that of a village, and survey number or .subdivision. Private improve- 
ments are protected^ by the provision that increase's in rental-value due to 
improvements effected in land at the expense of holders is not to be taken 
into account in fixing the revised assessment. 

§28. The Assam system.— In Assam, the only proprietors were the -Per- 
manent Settlement landholders of the older Bengal districts and a few 
other permanent cultivators enjoying a title, which is called landholder's 
title, based on occupation of land for ten years before the Regulation of 
1886, and after the Regulation, on lease or grant of settlement for ten 
years. A great deal of the land is also held on an annually renewed permit 
or patta, or at least on a lease which is for less than ten years. In Assam, 
waste land rules are especially important, as hardly 26 per cent of the 
area of any district is under cultivation. 

Tea gardens are held on leasehold tenure for long terms at low rates 
of assessment. After the expiry, of the term of lease the land is liable to 
be assessed under the laws in force, provided that the rate cannot be 
higher than that payable on the most highly assessed lands in tire district 
cultivated with any ordinai 7 agricultural crop. 

§29. State ownership versus individual ownership.— Before entering upon a 
critical examination of the present land revenue system and the various 
controversial questions arising in connexion with it, we shall dispose of 
the question whether the state is the universal landlord or whefher there 
is indisputable private property in land in Ind*ia. At the very outset, we 
may say that no clear and unambiguous answer can be giv^ to the ques- 
tion that is thus propounded, and that, in any case, for all practical pur- 

iThc system o£ settlement in Berar is similar to that prevalent in Bombay. In Sind, 
where assessment rates depend on irrigation, arid hot on rainfall which is negligible, 
the period of settlement is shorter than in the Bombay province! i 
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poses, it (Iocs not very much matter whether we call the land revenue a 
rent or a tax. ' 

We shall proceed at 'first to discuss the question on the usual lines. 
Tire specific issues that arise have been stated as follows by the Taxation 
Enquiry Committee, (i) pid the state claim exclusive proprietary rights 
over the land (a) under Hindu rule, (b) under Muslim -rule ? (ii) Did 
the British Government succeed- to any such rights ? (iii) Is the state now 
the proprietor of land' held (<a) on zamindari or (b) on ryotwari ? (iv) If 
not, are the zamindars and ryots respectively the possessors of the pro- 
prietary right subject to tire payment of land revenue ? (v) Should the 
land revenue be described as a tax or rent ? 

As regards the first two points, the opinion is generally held that the 
state never claimed exclusive proprietary right over the land before the 
British era and that therefore the British could not be said to have succeed- 
ed to any sutii claim. In this connexion, the views of Mountstuart Elphin- 
stone, H. H. WSson, Baden-Powell, etc, and also an elaborate judgement 
of the Bombay High Court, in a case from Kanara disposed of in 1875, 
are quoted. The judgement in question endorses the view of Wilson that 
the proprietary right o£ the sovereign derives no warrant from the ancient 
laws or institutions of the Hindus’- and is not recognized by modern 
Hindu lawyers as exclusive or incompatible with individual ownership. 
Similarly, with regard to Muslim law. Colonel Galloway summarized his 
conclusions as follows : ‘ The soil was the property of the cultivators 
as much as it could be. Law gave no power, policy gave no motive to re- 
move him, to disturb him, so long as he paid his taxes. When he did not, 
his lands could be attached ; and so can those of the first peer holding 
by the firmest tenure of the English law. The right of the Indian husband- 
man is the right of possession and of transfer; and the rate of his land 
tax was fixed ; often, indeed, the amount. In what respect, then, is his 
right of property inferior to that of the English landliolder ? ’^ 

What holds good of northern India and the practice of Muslim rulers, 
applies with greater force to the case of.,southern India, where the exist- 
ence of ,private property in land was admitted even more unmistakably, 
especially in those parts of the country which never came under the 
Muslim rule. 

As regards the first two points therefore the Taxation Enquiry Com- 
mittee were unanimously of opinion that under both tiindu and Muslim 
rule, the_^ state never claimed the absolute or exclusive ownership of the 
land and definitely recognized the existence of private property in it.s 
This view received supptfrt from the Bengal Land Revenue Commission 
(1940), who pointed out that the state (at the time of tlie Permanent 

1‘Lancl is his who first cleared away the jungle, as the deer is his who first brought 
it down’ (Laws of Mann quoted by Baden-Powell, Land-Revenue and Tenure in 
British India, p. 123). 

Taxation Enquiry Committee Report, par. 80. 

8 Sec also J. Briggs, Land Tax in India, p. 17,7. 
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Settlement), although still regarded theoretically in parts of India as the 
supreme owner of the land, never in praftice claimed any actual pro- 
prietary rights in the soil. Its claim has been limited to a share of the 
produce.! 

During the period that intervened between the death of Aurangzcb 
and the firm , establishment of British rule iri this country, provincial 
governors and adventurers seem to have, put forward all kinds of extra- 
vagant claims. And the tendency to rack-rent, which was the characteris- 
tic of this chaotic period, made people less and less inclihed to insist on 
the recognition of their private rights in land, their anxiety being rather 
to secure for themselves the freedom of relinquishing the land when they 
liked and thus escaping the revenue burden. The state thus put forward 
claims of exclusive ownership which tire people did not care to contest. 
Therefore Baden-PoweH, is probab’ly right when he says : ‘It is hardly 
possible that Mr James Grant, and Colonel Munro and many others 
could have been mistaken about the fact that in their time (that is, the 
time of the Permanerrt Settlement of Bengal) all Governments did claim 
to be landowners.'^ 

The claims put forward by the British Governm&t from time to time 
were neither consistent nor uniform, aldiough the general trend of 
their policy can be shown to have been towards admitting private owner- 
ship in land. Referring to the cultivated land in villages and estates .(not 
the waste land nor the particular lands of which the Government are 
admittedly the immediate owners), Baden-Powell observes tliat the Britisli 
Government everywhere conferred or recognized a private right in land, 
and in large areas of the country (Bengal, Oudh, the whole of northern 
India, for example) they expressly declared tire proprietary right of the 
landlords and the village owners.® ' 

It is generally agreed that, so far as the zamindari or landlord estates 
in Bengal and elsewhere are concerned, private property in land is be- 
yond dispute. On the other hand, it is equally beyond dispute that the 
Government have full proprietary rights on waste lands and over the 
khas malial estates, such as those in Bengal and Bihar which are under 

1 Report of the Land Revenue Commission, Bengal, vol. I, par. 41. 

2 The property right oi: the Crown in land is said to have been definitely asserted 

by Tippu Sultan. On the other hand. Mountstuart Elphinstone reporting on the mirasi 
tenure under the Marathas wrote as follows: ‘A large portion of the ryots are the 
proprietors of their estates, suhject to the payment of a fixed land tax to Govern- 
ment ; their property is hereditary and saleable, and they are never disposfessed while 
they pay their tax, and even then they have for a long period (at least thirty years) 
the right of reclaiming their estates on paying the dues of Government ’ {Report on 
the Territories Conquered from the Peshwas)i • 

• 3 This was. however, sometimes officially disputed. It was urged that even in Bengal, 

the zamindars had not been granted complete proprietary rights; that the Permanent 
Settlement was granted to them as a grace which was con.sidered good policy ; that 
it was not founded on the principles or practice of previous Governments; and that, 
apart from the unalterable a.ssessment, the Government still remained proprietors, and 
the zamindar an agent for collecting revenue, or a tenant under the Government. 
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the direct management of the Government. It is with reference to ryot- 
wari lands that opinion is sotfiewhat sharply divided. On the one hand, 
it is held that the position of the ryot, or ‘occupant’ as he is called in 
Jlombay,. is not es.sentially different from that of the zamindar, and that 
he holds land as full proprietor subject to .tlie proviso that he pays the- 
re venue assessment. The fact that the Government can take, the land into 
their possession if the holder .fajls to pay the assessment does not prove 
that he has any the less right of property in it. For this is by no means 
an uncommon p'l-oviso and it applies in'the case of all private property, 
which the Government can attach in the event of default. The utmost 
that we can say is that the Government regard the land as hypothecated 
to themselves as security (in the last resort) for the land revenue assessed 
on it. ' One of the features which distinguishes ryotwari from zamindari 
land.s, is that the former can be relinquished at the option of the holder. 
This, howeverj^ appears to be too slender a basis for the theory that the 
state is the real landlord in ryotwari areas. This feature, like the term 
‘ occupant owes its origin to times when the cultivator, harassed by 
exactions and oppressions, was reluctant to be tied down to his land and 
made unconditionally ^responsible for the payment of the revenue demand. 
The option of relinquishing the land was a concession to the natural 
fears of the cultivator and was not due to any intention on the part of 
the British Government to withhold the right of ownership from him, 
which, in fact, they were anxious to confer. Another point urged in 
favour of the theory of state ownei'ship is that, in some provinces, agri- 
cultural land cannot be put to non-agricultural uses without the per- 
mission of the Government and is further liable to revised assessment 
when such use is allowed. But this may be regarded as one of those res- 
trictions on the use of private property, for example restrictions imposed 
in the interests of public health, which are common in all civilized 
countries. We may therefore endorse the view expressed by the Taxation 
Enquiry Committee that both the zamindars and the ryots are possessors 
of proprietary right subject to the payment of land revenue, though in 
the latter case, it is not possible to amve at an exact and general defini- 
tion of tfite position of the landholder.^ We may also refer to another 
view, namely that the Indian conception of land tenure is a compromise 
between the EnglivSh theory of absolute property in land on the one hand, 
and the extreme of state ownership on the other. It is neither wholly the 
one nor the other, but .sometliing betwixt and between. The position may 
be described as restricted Government ownership or restricted private 
ownership. The landlord’s or ryot’s title is acknowledged, but subject to 
(he limitation of fire state’s joint interest or concurrent right in land, 
and in northern India subject also to the claim of the tenants to semi- 
proprietary rights such as that of fixity of tenure.® 

1 Sec Badcn-Poirell, Land-Revenue and Tenure in Britkh India, p. -19. 

%Tamtion Enquiry Committee ReportTpax. 
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§30. Land revenue : a tax or rent?— If private ownership of land is granted 
it follows logically that the land revenue’ is a tax and not a rent. All 
the arguments advanced for or against state lancllovdism have by implica- 
tion the same amount oi>< cogency (or the lack of it) in deciding whether 
land revenue is a tax or a rent. We may, however, mention some addi- 
tional points -specifically brought forward in connexion with the tax or 
rent cjiiestion.^ It is argued, for instance, t'hat land revenue differs from 
a tax and is akin to rent in that, it cannot be altered according to the exi- 
gencies of the state during the long period for which it is fixed, and in 
the concessions granted to land revemfe payers, such as rent-free house 
sites, the use of common grazing lands, etc. As against this, it may be 
urged that there is nothing to prevent the state from revising the rent 
annually except considerations of {iolicy, expediency and economy. Further, 
it must be remembered that rentals on private lands are not necessarily 
fixed for a long term of years. In fact, it is notorious th?t many of the 
leases are renewable evei 7 year. As regards rent-free hoase sites, common 
grazing lands, etc., all these concessions do not appear to be of a decisive 
character in the present discussion. The Governmjent, in their capacity 
as an enlightened ?tate, and as concerned with -the welfare of the culti- 
vators, may well grant facilities of this kind wdthout thereby establishing 
the right of landlordship. A further somewhat trivial argument in sup- 
port of the view that land revenue is a tax is that tlie process of its a'ssess- 
ment and collection is similar to that in the case of a tax. 

Lastly, we may refer to another argument which has been advanced 
in favour of private proprietorship of land. The Income-Tax Act of 1886 
exempted agricultural incomes and this, it is said, amounts to an implicit 
admission that landed incomes already pay a tax. If land revenue had been 
a rent, that is a payment to the Government as landlords in recognition 
of their ownei"ship, a further tax woidd have been justified.^ 

The above discussion shows that the whole question is highly com- 
plicated and does not admit of a categorical answer one way or the other, 
although the case for private ownership is very much stronger than that for 
state landlordism. We agree with Baden-Powell’s verdict that, the con- 
troversy is a ‘ profitless war of words ’. It is profitless because it is endless. 
There are arguments for and against each of the rival theories, and some 

1 See Taxation Enquhy Committee Report, pars. 44-5- 

'-iWe must state, however, that this argument is not conclusive in favour of private 
■ownersfiip, because it is quite possible to argue that agricultural incomes are exempted 
from taxation, as the number of cultivators in the enjoyment of incomSs above the 
free minimum income-tax limit, after paying the Government land revenue, is com- 
paratively small, and that it is not worth while trying to tax them; or secondly, it is 
open to the Government to explain that the failure to assess landed incomes to income- 
tax i.s a mere omission which they may offer to remedy at any moment (this view is 
confirmed by the fact that the Government of : Bihar has imposed a tax on agricul- 
tural incomes since 49.38 and other governments are contemplating a similar step) ; 
and lastly, it may be pointed out that in England, in addition to the land tax, income- 
tax on agricultural profits is paid, but this does not render private property in land 
open to dispute there. 
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people may be impressed by one set of arguments and others by the 
opposite set, and this not necessarily owing to any conscious bias on 
citlier side. It is also profitless because no important question of actual 
practical ipolicy seems to depend on ^ow it is settled, and it is the practi- 
cal aspects of the matter .that are important rather than the technicai 
juridical position. If land revenue is not so limited as to leave the pro- 
prietor something beyond tlue 'barest necessaries of life, the full and un- 
conditional admj,ssion 6f the ryot’s proprietary right in his holding is 
worth absolutely nothing to him, just as, if all his present rights in land, 
of sale, mortgage, etc. are left intact and the Government assessment is 
moderate, it does not matter to him if the Government formally consider 
themselves as the universal landlords. Let us illustrate by a few instances 
the position that the xvhole discussion, is of little practical importance. 
For example, the question of legislative control on the executive in the 
matter of land, revenue has practically nothing to do with the question 
whether the Government are the proprietors of the land. Even if the state 
were the landlord, the state does not mean merely the executive. How far 
one part of the Govgrnment, namely, the legislature, should interfere 
with the discretion of another part, namely, the exec;utive, is entirely a 
matter of administrative convenience and efficiency and of political ideas. 
It may well be argued that, since the land revenue system touches the 
well-being of millions of people in this country, a more stringent control 
over it by the legislature is desirable. It is true that in a fully responsible 
Government all taxes are necessarily voted by the legislature, but this- 
does not mean that no other charges than taxes proper can be voted 
similarly- The utmost we may grant is that the case for legislative control 
is somewhat reinforced by, without positively requiring, the hypothesis 
that land revenue is a tax and not a rent. 

Again, it is sometimes said that if we admit state landlordism we should 
have to admit also the right of the state to exact the full economic rent.^ 
But this is a consequence from which we cannot escape, even if we prove 
that the state is not the landlord, because it is a universally accepted 
maxim of, taxation that theoretically the whole of the economic rent may 
be absorbed in taxation without in any way hurting the taxpayer, pro- 
vided we can be quite certain that we have isolated the economic rent 
(the real unearned increment) and not included in it other elements, 

rOne of the lessons which V. G. Kale would draw from the Bardoli Report 
i.s the practical importance of the discussion, of the question whether the state or the 
individual is the landlord (secr'A Lesson from Bardoli /radian Journal of Econo- 
mics, July 1929). The Bardoli muddle was the result of a perfunctory attempt to apply 
in practice the rerttal value and revenue indetc theory of F. G. H. Anderson, the then 
Settlement Commissioner of Bombay, and Anderson was a whole-hearted believer in 
the Ricardian theory of; rent. This much may be granted. But the Ricardian theory 
of rent in no way rests on any assumption regarding the state ownership of land. 
Anderson himself declared that 'land revenue is due to the state quite independently 
as to who "owns” the land ' (Facts and Fallacies of the Bombay Land Revenue System,. 
p. 142). 
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namely, wages, profits, and interest. The practical results will not be 
very dissimilar whether we profess to apply canons of rent or canons 
of taxation to the assessment of land revenue.'’ This is seen by the fact 
that the Government, without definitely committing ihemselvys to the 
view that land revenue is a tax and not a_ ren.t, saw no harm in instruct- 
ing the Taxation Enquiry Committee to study tlie incidence of land 
revenue and to point out any defect in the system from the standpoint 
of the canons of taxation, and eyen to suggest a complete, change of system 
if necessary. As regards arbitrary enhancements of assessment or rack- 
renting, no civilized state would think of justifying this species of oppres- 
sion on the ground that it is the landlord and is therefore legally entitled 
to charge what it likes for the use of land. The state cannot afford to stand 
merely on legal rights ; it must be, prepared to be judged by moral stand- 
ards, and the Government cannot possibly dispose of complaints about 
excessive assessment merely by taking shelter behind the iheory of state 
landlordism. They have generally tried to argue, whether .successfully or 
not, that the land revenue is not really as burdensome as alleged by its 
critics. Even supposing that the state is the landlord, we must expect it 
to behave at least }ike an enlightened landlord and, therefore, in its own 
ultimate interest, to regulate the land revenue in such a manner as not 
to trench upon the legitimate profits of the cultivator and reduce his 
incentive to work or lower his efficiency. A benevolent and enlightened 
landlord would not, for instance, exact a rent from uneconomic holdings, 
He would rather consolidate the holdings and would charge rent only 
when they are of such a size as to pay the costs and leave a surplus. The 
case for exemption of uneconomic holdings can therefore be argued quite 
as well on the assumption of Government landlordship as otherwise. The 
policy of a moderate levy receives further support from the consideration 
that the state has no interests separate from those of the people. The 
state serves itself best by serving the people because the state is the people. 

In connexion with this controversy, it is worth while pointing out ffiat 
there is an agreement on ceijain fundamental matters between people 
taking different sides in it. For example, although the Govern^ient have 
sometimes flirted with the theory of state landlordism, dieir actual 
policy has been to foster the development of a strong sense of individual 
ownership, and they have generally been in cordial agreement with the 
view that it would be dangerous to do anything to disturb it. The average 
unsophisticated cultivator in India has no doubt whatever in his own 
mincl that, so long as he is free to sell, lease, mortgage and inherit landed 
property— rights which the most extreme advocates o| state landlordism 
in India are not prepared to disturb-rGovernment landlordship, if he has 
ever heard of such a thing, is merely an empty name, and he will not 
tolerate any serious interference with his present rights by the Govern- 
ment.i It is also generally agreed that in considering the incidence of 

1‘The ryot in Mewar is supposed to have ever in his mouth the common though 
expressive adage “ Bhogra dhanny raj ho, bhoomra dlianny maj ho” "the tax be- 
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taxation, land revenue should be regarded as a tax, and the Taxation 
Enquiry Committee endorsed diis view although on the curious ground 
that land revenue ‘ forms* a deduction from the national dividend ’d 

Further,, all important questions of land revenue policy, such as the 
pitch of assessment, period, of settlement, etc., can be and are being dis- 
cussed without any sustained reference to the controversy as to whether 
land revenue is a tax or rent. 'In-- these circumstances, if the Government 
were to declare ip unmistakable terms tbat they fully recognized private 
property in land and abandoned all pretensions to universal landlordism, 
this would set at rest much futile discussion and serve to reassure the 
people. Moreover such an admission need not in any way be inconvenient 
from the fiscal or any other point of view. 

§31. Penmanent versus temporary settlement.— The great distress from which 
large numbers of the people suffered in India, owing to the serious and 
widespread faipines which visited the country towards the close of the 
last centur)', attraeted attention to the land revenue policy of the Govern- 
ment, which was criticized generally and province by province by the 
late R. C. Dutt, who,, along with certain retired European members of 
the Indian Civil Service, presented a memorial on fhe subject to the 
Secretary of State. A little previously to this (1900) R. G. Dutt had also 
addressed his ‘open letters’ to Lord Curzon, whose Government pub- 
lished an important Resolution in 1902 replying to the criticisms and 
outlining their general policy after considering tire reports submitted by 
the Provincial Governments. 

One of the points urged by Dutt was that if the Permanent Settlement 
had been introduced 40 years previously, that is, when its extension was 
proposed by Lord Canning in 1860, India would have been spared the 
‘ dreadful anS desolating famines ’ of the close of the nineteenth century. 
I-Ie attributed to the Permanent Settlement the prosperity of the Bengal 
ryots, their resourcefulness and greater resisting capacity in years of bad 
harvest, the promotion of agricultural enterprise, investment of private 
capital and its accumulation and devotion to useful industries, public 
institutions and works. Although the Permanent Settlement does not now 
count as many adherents as it once did either among officials or non- 
officials, it is not altogether a dead issue yet.. For example, a number of 
witnesses who gave evidence before the Bombay Land Revenue Assess- 
ment Committee (1924-5) declared themselves in favour of permanent 
settlement. In Bengal the controversy obtained a fresh lease of life follow- 
ing the appointment of the Land Revenue Commission and the publica- 
tion of its findings^ (see §^2 below). It would not therefore be amiss if 
we were to set out briefly the arguments for and against it with particular 
reference to its operation in Bengal. 

longs . to the king, the land belongs to me'’.— Briggs, op. cit. p. 90. This attitude is 
not peculiar to the cultivator in Mewar but common to the ryot in all parts o£ 
India. ■ 

i Taxation Enquiry Committee Report, paxi. 84. 
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Those who uphold it contend that it has been brilliantly successful 
in Rengald (i) Financially, they say, it has ensured to the state a fixed 
and stable revenue without the necessity of iricurring heavy expenses in 
connexion with periodical re-assessment and collection. (ii\ Socially, 
it has enabled die zamindars to act as the natural leaders of the ryots and 
to show their public spirit in a practical manner by helping the spread 
of education and sound ideas on sanitation,, and in other ways.^ (iii) Eco- 
nomically, it has secured agricultural enterprise and ^prosperity and a 
resourceful peasantry, which has shown a remarkable power of resistance 
in times of scarcity, (iv) Lastly, the Permanent Settlement has avoided 
the evils associated wiUi temporary settlements, such as the harassment 
of the cultivator at the time of revision, the expensive machinery required 
for re-settlement, the tendency of, land to deteriorate towards the end of 
the term of settlement^ due to deliberate neglect on the part of the culti- 
vator so as to escape enhancement of assessment, impediments to industry 
and improvements, and the concentration of arbitrary power in the hands 
of revenue officials not liable as yet to legislative and judicial control, 

(i) The most obvious as well as the most important argument against 
the Permaneht Seulement is that it has frozep the land revenue at a 
figure which is far below the fair shai'e which the Governraeiit ought 
to receive from the produce of the land, and is substantially less than 
the share taken in the provinces where there is no Permanent Settlement 
and where the land is less productive than it is in Bengal. It has depirived 
the Government of any share in tlie increment in the value of land due 
to the increase in population and the extension of cultivation ; and it 
has perpetuated an assessment which has no relation to the productive 
cjuality of the land, whicli varies widely from district to district, and which 
becomes more and more uneven as time goes on. The advantage of a fixed 
and stable revenue is secured at too great a cost. The Bengal Land Revenue 
Commission (1938-40) estimated the annual loss in this generation at any- 
thing between Rs. 2 crores and Rs. 8 crores, not to speak of the decline 
in the purchasing power of thf rupee siirce 1793.^ The inelasticity of land 
revenue, which is an important resource of Government in an agricultural 
country, is a tremendous handicap to the Bengal Government and inhibits 
state activity in many directions in which it is required. 'Fhc expectation 

tfor a recent presentation of the arguments in favour of the Permanent Settlement 
.see the Note of Dissent by Sir Bijay Chand Mahtab, Maharajadhiraja Bahadur of 
Burdwan and Mr B. K,. Roy Choudhary, Report of the Rand Revenue' Commission, 
Bengal, wl. I, pars. !49-34. .n . 

2 The Permanent .Settlement, it has been krgaed, by increasing tlie zamindar’-s profits 
encouraged subinfeudation and brought into existence a body of taiu re-holders vastly 
outnumbering the original zamindars. It thus promoted the prosperity of, if it did 
not create, that class in Bengtil which has had leisure for culture and politics, ha.s 
provided educated men for the professions and government servicies and is respon- 
sible for all poiiticar progress. Report of the Rand Revenue Commission, Bengal, 
vol. T. par. 77. 

3 Report of the, Rand Revenue Commission, Bengal, voL I, pars. 73 and 80. 
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that, as a result ol.' the Permanent Settlement, other sources o£ state income 
would grow, has not been realized to anything like the extent hoped for. 
The community has thus “been deprived of its legitimate right to share 
in the increasing prosperity of the zamindars, wl^ich is due not so much 
to the direct efforts of the landlords themselves as to social factors beyond 
their control, such as growth of population, improved communications, 
rises in prices, eted Moreover," the Permanent Settlement has involved 
for the Governmejrt the Toss of revenue from minerals and from fisheries 
in certain navigable rivers, as these natural resources were not taken intO' 
account at the time of the Permanent Settlement, and in consequence 
they have been exploited for private gain without any co-ordinated plan. 
It may be added that the discrimination in respect of taxation in favour 
of land has had the effect of creating ^ bias in favour of investment in 
land rather than in industrial enterprises and has contributed to the over- 
capitalization ot rent-receiving as opposed to productive pur-poses in either 
agriculture or industry.* (ii) The political argument that the Permanent 
Settlement has secured the loyalty of zamindars has clearly lost whatever 
value it once possessed^ in the past. Besides, the present provincial Gov- 
ernments are anxious to secure the loyalty of the masses rather than that 
of the big zamindars. (iii) As regards the hope that was entertained about 
a powerful class of wealthy and benevolent landlords acting as the natural 
leaders of the ryots and exerting themselves for their uplift, it is generally 
recognized that this has not been realized. On the contrary, ‘while there 
are many worthy, liberal-minded and enlightened landlords in Bengal— 
as there are also in other parts of India— the evils of absenteeism, of 
management of estates by unsympathetic agents, or unhappy relations 
between landlord and tenant, and of the multiplication of tenure-holders, 
or middlemen between zamindar and the cultivator in many arid various 
degrees, are at least as marked and as much on the increase there as else- 
where ’. The development of subinfeudation, owing to the margin between 
the fixed land revenue and the economic rent of land;, and the growth of 
a long chain of middlemen, have severed the connexion between the 
zamindars ^and ryots and have defeated tire intention of Lord Cornwallis 
to establish a landlord and tenant system in Bengal on the English model. 
‘The land is nobody’s concern. . .The responsibility for agricultural 
welfare cannot be fixed at any particular link in the chain between the 
zamindar and the actual cultivator.’* The evil has been aggravated by the 
further process of the fragmentation' of proprietary interests in land. (iv). 
As to the prosperity of Bengal being due to the Permanent Settlement, it is 
argued that it is due to quife other facts, such as the protection tvhich the 
tenants enjoy from the operation of. special tenancy laws, the comparative 

iFor .-j discus.sion of some consequences of the Permanent Settlement in Bengal, see 
Report of the Indian Statutory Commission, pars. 381-:3, M. A. Hiique, The Man behind 
the Plough, pp. 224-07, and the Report of the Ijind Revenue Commission, Jiengal, 
vol. I, pars. 72-93. 

‘^Report of the Land Revenue Commission, Bengal, vol. I, par. 80. 3 


ibid., par. 78. 
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immunity of Bengal from uncertainties of dimate, the excellent means of 
communication, the practical monopoly of jute which it enjoys, and the 
trade enterprise which flow from Calcutta. This view, however, tvas vigor- 
ously challenged by R. Dutt who, while admitting that the tenancy laws 
were needed to complete and confirm the ’good w'ork done by the Per- 
manent Settlement, protested against the’ official suggestion that the Per- 
manent Settlement did no good whatever, until the tenancy laws were 
passed, and cited the authority^ of distinguished statesmen such as Welles- 
ley, Minto, Hastings and others against it. (v) Administratively the com- 
plexities of the Bengal system have led to a mass of litigation. Records 
are confused and are indifferently kept. There is no satisfactory pro- 
cedure for rent recovery, so that often rents are not paid for several years 
and in places the ryots develop ,a no-rent mentality. The present zamin- 
dar system, as the Bengal Land Revenue Commission pointed out, contains 
features of the landlord, tenant and peasant proprietorship systems, and 
shows most of the disadvantages and few of the adyantages of any of 
them.i (vi) Lastly, as regards the allegation that a revision settlement is 
attended with much dislocation of village economy and considerable 
harassment t'o the cultivator, it is argued tha{ the work of revision is 
now effected with much greater ease and rapidity than was formerly the 
case, thanks to the long experience that has been gained. The system of 
land records (especially the record of rights prepared at settlement and 
kept up to date by annual revision until the next settlement), the pre- 
servation of boundaries, and a more or less permanent classification of 
land have greatly reduced the volume of work and fresh investigation 
at the time of each re-settlement, which, moreover, comes at long inter- 
vals generally varying from 20 to 30 years. Therefore, the disturbance 
in the rural economy is the minimum possible, and tliere has been latterly 
considerable economy in the expenditure incurred by the Government. 
An attempt is also made to eliminate petty underlings and to entrust the 
major portion of the necessary inquiry to responsible and highly placed 
officials, who are sympathetically inclined towards the cultivator. Further, 
private improvements are protected against enhancement of assessment 
either permanently or for an adequately long period, so that the fear 
of enhancement of assessment need not deter the cultivator from under- 
taking improvements. It is also claimed that the rigidity of collection 
which is almost a corollary of permanent settlements has been avoided in 
the system of temporary settlements by an increasingly liberal operation 
of the rules in regard to suspension and remission of land revenue. Thus, 
the present-day temporary settlements are clmmed to possess many of the 
good features of permanent settlement without its” drawbacks, and to 
achieve a happy compromise between the legitimate claims of the state 
and the rights and convenience of agriculturists. 

The official view with regard to permanent settlement has been that 

1 Beport, vol. I, par. 85. 
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the question of its extension to the areas temporarily settled is unthink- 
able. As Lord Irwin once said, since Cornwallis’s time India’s place in 
coninicrce and the marke'ts of the world and the growing intricacy of 
her financial and social problems have brought^ many new factors into 
the picture necessitating elastidty of public revenue and expenditure. 
The Government are being constantly asked to undertake new tasks and 
improve old ones. But this requires greater and greater command of funds, 
and it would therefore be impossible for the state to forgo its legitimate 
share of the increment in the value of land. There is no doubt that the 
time has now come to revise the system of Permanent Settlement in Bengal 
and elsewhere, in order to secure fairness in the distribution of the tax 
burden and elasticity of revenue.^Tf it is objected that this reform would 
involve the violation of a solemn idedgp and contract, it may be replied 
that, after the lapse of more than a century and athalf, the original con- 
tract has lost ijs meaning and ceased to be equitable, and that vested 
interests must not. be allowed to prevail indefinitely over the common 
good. 'The promise given was a necessity of the past; the word broken 
is a necessity of the present.’ This is one of Machiavelli’s maxims expressed 
with characteristic frankqess, but nobody will deny that it has a core of 
sound practical wisdom, especially when we reflect that ‘ the past ’ and 
‘ the present ’ we are now thinking of are separated by a long and event- 
ful interval of over a century and a half. 

The Indian constitution of 193.*i did not veto the annulling of the 
Permanent Settlement, should this have been found necessary on grounds, 
of public policy. It merely prescribed certain constitutional precautions, 
viz. reservation for the signification of His Majesty’s pleasure as directed 
in the Instruments of Instructions to the Governors and the Governor- 
General. The" new constitution that is in process of formation (1949) is 
likely to make the annulment even easier.. 

§32. Land Revenue Commission, Bengal (1938-40).— The Government of 
Bengal appointed a Commission in November, 1938, presided over by 
Sir Francis Floud, to examine the existing (and revenue system of Bengal 
with special reference to the Permanent Settlement and to appraise the 
advantages 'and disadvantages of the existing system. The Gommission 
submitted their report in March 1940, 

The majority of the Commission reached the conclusion that what- 
ever may have been the justification for the Permanent Settlement 
in 1793, it is no longer suitable to the conditions of the present time ; 
and that the zamindari system has developed so many defects that it has 
ceased to serve any nationahinterests (see §31 above). In the view of the 
majority the present' system should be replaced by one tvhich will bring 
the actual cultivators into the position of tenants holding directly under 
the Government by the state acquiring tlte interests of all classes of rent- 
5:eceivers.2 I'he Commission argued that nothing substantial is to be gained 

i see Taxation Enqtthy Committee Report, paxs. S7-^. 

3 Report, vol, I, par. 96. 
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by substituting a system o£ temporary settlements for the Pemianent Settle- 
ment (par. 132). The aim should be to replace the Permanent Settlement 
and the zamindari system by a ryotwari system ounder which the Govern- 
ment would be brought into direct relations with the actual cultivators, 
and would as the sole landlord be responsible for the welfare of the 
cultivators by initiating various schemes' of ' agricultural imprioveraent 
(pars. 94-5). ’ . » , 

The majority of the Commission recommended* that legislation should 
be introduced to acquire the interests of all rent-receivers down to the 
actual cultivator of the soil. Compensation should be paid at a flat rate 
of ten times the net profit of the proprietors and tenure-holders, in cash 
if possible, otherwise in bonds redeemable after 60 years. They also favour- 
ed the acquisition of royalties from mines and fishery rights. The imposi- 
tion of an agricultural income-tax was recommended as a transitional 
measure until the scheme of state purchase was effected, in preference to 
an agricultural or other cess. The tax should be applied solely for the 
improvement of agriculture.^ 

The Report did not command the unanimous support of the Com- 
mission’s members, six of whom signed four minutes of dissent. In the 
view of the dissenfing minority, state acquisition would not only be a 
hazardous experiment financially, but would be undesirable for social 
and economic reasons. They held that the economic difficulties of the 
cultivators in Bengal are unconnected with the land revenue system. 
The chief causes of those difficulties are the increasing pressure of popula- 
tion, the Hindu and Muslim laws of inheritance which have resulted 
in the subdivision and fragmentation of holdings, the absence of any 
occupation for the cultivators during a great part of the year, and the 
fall in agricultural prices. Whatever may be the defects of 'the existing 
system, it was contended by the minority that it has resulted in a state 
of affairs where the occupancy ryot in Bengal pays a lower rate of rent 
than in any other province, and has been given greater protection by 
tenancy legislation than the tenants in any other province. In these cir- 
cumstances, the cultivators will' not benefit by state acquisition, and such 
a scheme of state acquisition would lead to an undesirable 'Social up- 
heaval in Bengal by striking at the very roots of the middle class with 
its vested interests in land. The scale of compensation is meagre and its 
basis unsatisfactory. There is also danger of rent reduction under pres- 
sure from the rural electorate if the Government become the sole land- 
lord (pars. 89-94). ’ 

The majority of the Commission did not dispute the part played by 
the factors referred to by the minority in underminin§ the prosperity of 
Bengal agriculture. But they insisted that the zamindari system has been 
an important contributory factor and could be more easily dealt with 

lOn 27 April 1943, the Bengal Legislative Assembly passed the Bengal Agricnltiiral 
Income-Tax Bill which provides for a tax on agricultural incomes exceeding Its. 3,S0O 
annually. 
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than those mentioned by the minority, which are rooted in ancient 
custom or governed by world trends beyond India’s control. The majority 
recognized that their proposal of acquisition by the state involves a 
fundamental change in the rural economy of Bengal, vitally affecting the 
whole social and economic structure of the province, that it could only be 
carried out gradually over a term of years and that it would be a most 
formidable administrative undertaking, which would tax to the full all 
the resources of the .Government. They also considered tire possible 
social upheaval." Nevertheless they held' the view that, in the interest 
of the province as a whole, the present land -tenure system cannot remain 
unaltered, and its defects can only be remedied if the state comes into 
direct relation with the actual cultivators (par. 138).^ 

§33. Term of settlement.— There is considerable diversity of opinion as 
to whether the term of settlement should be as short or as long as possible. 
There are some who advocate as brief a period as 10 years, while others 
would like to’^see it extended to no less than 99 years. The argument in 
favour of a short period is that- it enables the state and the community 
to benefit by absorbing their proper share of any unearned increment which 
general progress may” have brought into existence— an argument particu- 
larly applicable to those tracts where the economic resources are fast 
developing— and that, on the other hand, in the event of declining rents 
and. prices, it makes possible a lowering of the assessment and speedy 
relief to agriculturists. It has also been urged that short-term settlements 
excite less discontent by making the people familiar with more frequent 
but smaller increases than the large enhancements that are likely to come 
at the close of too long an interval. On the other side it is pointed out 
tliat long terms of settlement are less disturbing to the revenue payer 
and have the advantage of increasing tire resources of the people and 
enabling them to make improvements without fear of having to forgo the 
benefit from them on account of higher assessment. Assuming a well- 
conceived and scientific system of assessment, the period of settlement 
would depend on a balance of these opposing considerations, and it is 
impossible to say off-hand with precision that a particular period and 
no other is the ideal. The general feeling in the country is in favour 
of a long term, and an increase in the period of revision is popu- 
larly regarded as a step in advance. It is noteworthy that the period of 
settlement, at least in the case of one province, the Punjab, was 
extended to 40 years under the Punjab Land Revenue Amendment Act 

iThe Bengal Government ^decided, in March 1945, to implement the recom- 
mendations of the F^oud Commission. A beginning was made with the District of 
Faridpur where settlement operations were in progress. An extension of the scheme 
to all the districts was expected to increase the revenue of the province by about . 
Rs, 18 crorcs per annum. 

The Congress is committed to a policy, of eliminating all intermediaries between the 
cultivator and the state and the Working Committee (October 1946) passed a resolu- 
tion calling upon all Congre-ss Governments in the provinces to submit proposals for 
the abolition of the zamindaris. 
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(1929). The Bombay Land Revenue Assessment Committee, pleading for 
the period of 30 years, observed : ‘ Thirty years is a generation in the life 
of the agriculturist. If he knows at the beginnifig of this period that his 
asscssnieit t subject to ,an enhancement at the hands of Government, 
he has ample time to assimilate his expenditure and his mode of living 
generally to the ratio of assessment he is called upon to pay, while if 
in the course of the settlement period -the, value of his land increases, 
prices show a steady rise, and facilities of markdts and, communications 
improve, his economic condition is such that he can prepare himself for 
a reasonable enhancement of rent at the succeeding revision settlement.’ 
Mr Anderson objected to such a long period as 30 years because, inter alia, 
combined with the 33 per cenri enhancement rule, it prevents steps being 
taken to remedy one of the grave , defects of the Bombay system, namely, 
it does not take a uniform share of the profits of cultivation everywhere 
alike. Profits or rents increase faster than the land revenue can increase 
at the maximum rate of 33 per cent evei 7 30 years.^ « 

§34. Principles of assessment.— As we have already seen in our survey of 
the different settlements in India, there is no sipgle system of clearly 
recognized and consistently applied maxims of .assessment of land. The 
basic principles differ from province to province, and they are further 
modified by the introduction of a number of miscellaneous factors, and a 
large amount of discretion is allowed to the Settlement Officer. While, 
in the United Provinces, the Punjab and the Central Provinces, the 
theoretical basis of assessment is the economic rent, and in Madras the 
net produce, Bombay until lately did not even profess to have any definite 
principles of assessment and followed a frankly empirical system depend- 
ing upon general economic considerations as they impressed the Settle- 
ment Officer. 

§35. Rental value as a basis of assessment.— The practice followed in recent 
years in Bombay,® viz. the use of rental value as the principal basis of assess- 
ment, raises issues which are of more than purely local interest. The 
reliance on rental statistics for, affording an indication of profits of agri- 
culture has been advocated on the ground that the method is more definite 
and precise and that it enables the operations of the Settlement Officer 
to be checked more effectively than any of the other alternative methods 
depending upon crop experiments, prices, development of communica- 
tions, etc. But the Bardoli imbroglio (1929) proved that rental staii.s- 
tics, unless used with great caution, are apt to lead to serious error and 
intolerable over-assessment. Actual rents may be vei 7 much higher than 
true rental values for a variety of reasons. There maj be exce.s.sive com- 
petition among tenants; the landlord may be the creditor, and the tenant 
• the debtor, and the latter may be compelled to agree to an impossible 

1 Reduced to 25 per cent by the Bombay iMnd Revenue Code (Amendment) Act 
(1939). 

2 Facts and Fallacies of the Bombay Land Revenue System, p. 109. 

8 See however §27 above and §44 below. 
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rent; the rent may represent interest on money lent and may have no 
relation to the productivity of. the land; figures of rent may relate to a 
period of boom and therefore be unreliable as guides for normal times ; 
the rent agreed to may be on the basis of what the tenant can pay in a 
prosperous year and subject 'to: substaritial reductions in bad years; it may 
be paid largely out of income" earned not from the land but from other 
sources ; the proportion of l^nda leased for cash rents is much higher in 
the case of industrial trops like cotton than in the case of food-grains 
and will naturally bulk largely in the rental statistics, and although not 
typical, they are apt to be treated as such ; occasionally fancy rents may 
be paid by a cultivator for land which has practically nothing else to 
recommend it except that it is adjacent to his land ; only a very small 
fraction of the total amount of land jn the tract under settlement may 
be leased for cash rents, and although rental values may, to some extent, 
be inferred from sale transactions (provided these are normal and not 
affected by any 4isturbing factors), the direct and indirect data thus 
collected may nevertheless be too inadequate for safe generalization^ In 
the words of the Bardoli Committee, ‘a very wide margin must always 
be allowed for the eccentricities of the raw material ’, a'nd the rental 
figures need to be subjected to a close scrutiny before being used for 
drawing inferences on which assessment is to be based. It may be con- 
ceded that rental data, if collected with proper care, tabulated in a 
manner which brings out their reah significance and used with due ref- 
erence to the meanings of tire underlying transactions, afford almost the 
only positive evidence that can be used with confidence in revising 
the assessment. Every effort should therefore be made to collect trust- 
worthy rent and sale statistics and compile them carefully.'-* But the task 
of judging t^e suitability of any given body of statistical and other in- 
formation for the purpose of revising assessments must be entrusted not 
to the Settlement Officer or other Government officers but to a competent 
advisory committee. Further, even where the statistics of rental value 
appear to be fairly satisfactory in quantify as well as in quality, their 
indications should be tested with reference to other factors such as com- 
munication's, market prices, economic conditions, crop experiments, etc. 
on the lines recommended by the Bombay Land Revenue Assessment Com- 
mittee. It will be in very rare cases that such corroboration of rental data 
can safely be dispensed with. 

We therefore welcome the clarification of the position regarding rental 
value in relation to assessment and the emphasis laid on other factors than 
rental value by the amendn?ent of the Bombay Land Revenue Code effect- 
ed in 1939 as also the opportunity given to any person aggrieved by the 
report of the Settlement Officer to . raise objections to it. 

§36. Ricardian theory in relation to the land revenue in India.— As We have 
seen above, the principles goverrting assessment vary from province to 

iFor a fuller discussion of these points, see Bardoli Report, pars. 29-38 ; also Gaclgil, 
Bombay Land Revenue System. a See Bardoli Report, par. 38. 
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province so far as their formal statement is concerned. The general claim 
of the Government, however, is that, in thp net result, the land revenue 
forais everywhere in ‘ British ’ India a certain moderate proportion of the 
economic rent. I’his is clearly, not the case if we take into account the 
large number of uneconomic .holdings, the existence of which is not dis- 
puted by the Government. Here, as Wadia and Joshi remark : ‘ The land 
tax is not the appropriation of the soil, k .is the appropriation of the 
bare minimum of subsistence left to the cultivator,'^ In other cases, if 
in actual practice no more than the pure economic rent is taken, this 
could come about only by accident and not by design, since, in calculat- 
ing the so-called surplus, not all the elements entering into the cost of 
production are deducted from the gross value. For example, the labour 
of the cultivating proprietor and ^is family is not allowed for in every 
case. Actual rental values on which the revenue rates are based, for 
example in northern India, are apt to be very much higher than the true 
economic rent in a country where agriculture is practicg|ly tire sole occu- 
pation of the people and where there is no competition as between a 
variety of occupations for the available labour and capital. The cultivator 
sticks to the land although he may have to piijch and starve in order 
to pay an excessively heavy rent. ‘ With alternative occupations in the 
shape of industry and handicrafts, there can be rro doubt that a large 
number of holdings cultivated under the pressure of necessity today 
would be thrown out of cultivation.’^ Rental values are also unreliable as 
indices of economic rent because tire land hunger due to pure economic 
necessity is further strengthened by the traditional serrtiment in favour 
of investment in land, a sentiment which can weaken only when there 
arise a variety of alternative openings for the investment of capital through 
the development of industry. The economic rent in the Ricirdian sense 
bears no certain and definable relation to the assessment, though we are 
not prepared to say that in every case the land revenue impinges on in- 
come that is ‘ earned ’. Nor can we accept the contention that merely 
because land revenue is the first charge on the produce of the soil, it 
cannot be part of economic rent,^ which, according to the Ricardian theory, 
is the last charge on the produce. When we say that economic rent is the 
last charge, we are not thinking of tire sequence in time of the different 
payments but the sequence in the economic analysis of rent. Just as wages, 
although they ultimately come out of the produce due to labour, are yet 
paid in advance, similarly the rent charge may be realized before the 
.surplus accrues, although in anticipation of its accruing. The ’true line 
of criticism would be to point out that assessment is sometimes charged 
and exacted when there is no chance of a surplus, and that it is not re- 
funded or excused when the expectation of a surplus, however just, is 
not actually realized. The system of suspension and remission of 
revenue cannot be guaranteed to operate, and does not in practice in- 


Wealth of India, p. 281. 


2 ibid. 


3 ibid. 
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variably operate, so that the assessment should in no case trench upon 
. any portion ol the gross value which is not the true economic rent or 
unearned income. i" 

§37. A new basis of assessment.— The Taxation Enquiry Committee recom- 
montlecl that a uniform basis of annual value should be adopted in every 
province, and that the function of the Settlement Oilicer should be con- 
fined to the determination the annual value under such conditions as 
may be required by tire special circumstances of each province. By annual 
value they meant ‘ the gross produce less cost of production, including the 
value of the labour actually expended by the farmer and his family, and 
the return for enterprise'. In the case of rents controlled by tenancy laws, 
or by custom having the force of law, or where the rent is fixed by the 
Settlement Officer, it was recommended that such rent should be taken to 
be the annual value. This would put an end to the vagueness of the princi- 
ples of assessment prevalent at present. Annual value, as we understand 
it, is not the saipe thing as actual competitive rental value which may be 
either too high— for example, if the competition among the tenants is 
excessive owi.ng to absence of other occupations and the tradition and 
force of sentiment in favour of agriculture— or in rare cases it may be 
too low where, for example, tenants and landlords conspire and deliberate- 
ly depress rents in order to escape their proper share of the burden of 
assessment. The basis of annual value is also more scientific, inasmuch 
as it allows for the labour of the cultivator and his family and also for 
return for enterprise. 

§38. Rate of assessment : a recommendation.— As regards the proportion of 
the annual value to be taken, in imitation of the example of other 
countries, the Taxation Enquiry Committee recommended the adoption of 
a comparatively low standard rate which should not exceed 25 per cent 
of the annual value. As there would be difficulties about the immedi- 
ate adoption of this recommendation owing to the absence of definite 
information as to the percentage of annual value actually taken in the 
various provinces, they suggested a prelimniai 7 expert inquiry to ascertain 
the rate at present exacted, before a common rate for each province 
be fixed 'by its legislature. 

In addition to the standard rate, taxation for local purposes by local 
bodies was also recommended by the Committee, and it was further suggest- 
ed that the maximum for the ordinary local rates should be in the neigh- 
bourhood of 25 per cent of the land revenue. Having regard to the fact 
that the "local bodies would be composed largely of agriculturists and 
landlords, and the fact thift the proceeds of the local rates would be spent 
on matters connected with improvements in the locality itself, it is 
anticipated that the sacrifice would be less reluctantly made than if it 
were imposed in the form of an enhancement of land revenue utilized 
for general purposes by the Government. TThe system of local rates super- 
added to a flat standard rate on land has been found to work satisfactorily 
inmost European countries where it is in vogue. 
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§39. What shoxjld be the limits of enliancement?— In Qjdei' to prevent too 
sharp an enhancement of the assessment, same further limit would seem 
to be needed. And we approve of the recommendalion of the Bombay Land 
Revenue Assessment Comprittee to the effect that the limit of enhance- 
ment should be a general all-round limit of 25 per cent without distinc- 
tion between groujrs, villages or holdings as at present, provided that 
the talukas in question have already undergqne a second revision. 

§40. Application of principles of ^taxation to land Trevenue.^— (i) The first 
canon of taxation, namely, that of certainty, may be said to be satisfied, 
land revenue being fixed for the period of the settlement. The cultivator 
knows exactly what he has to pay, although in so far as the basis of assess- 
ment is still vague, there is an element of avoidable uncertainty at the 
time of the revision of assessment. The introduction of a uniform basis 
of settlement as suggested above will largely remove this source of un- 
certainty. 

(ii) The next canon is that of convenience. In order to satisfy this, 
the land revenue is collected, as already shown, in instalments suitable to 
the cultivator. There is, however, a certain amoupt of sacrifice of the 
principle of conveiyence to that of certainty, because the settlements are 
based on averages, the actual assessment fixed representing an average of 
what may be fairly demanded in good and bad years taken together. 
The assumption is that the agriculturist would save up during years 
of good harvest in order to meet the deficiency in bad years. This assump- 
tion, however, is not true to facts. Consequently, the average assessment 
is felt to be too rigid and oppressive in years of scarcity. The system of 
suspension and remission of revenue, as we have already remarked, is not 
worked with sufficient elasticity, and according to the Taxation Enquiry 
Committee, the inelasticity of the land revenue system has driven a large 
number of people to the money-lender during bacl seasons. Another source 
of inconvenience, it may be said, arises from the long term of the settle- 
ment. The cultivator adjusts his standard of living on the basis of the 
land revenue he has to pay during the currency of a settlement, and if 
the assessment is appreciably enhanced at the next settlement, he finds 
it difficult immediately to adjust his family budget accordingly, though 
the long-term settlement is granted on the assumption that he tvould 
get enough time to prepare himself for a possible enhancement. An 
attempt is made to mitigate the hardship arising from this source by the 
progressive and graduated imposition of large enhancements, and also 
by limiting their extent.® The disturbance due to the process of re-settlc- 
ment has been, as previously stated, reduced to*a minimum by the gradual 
perfection of the system of land records, though in some, cases this pro- 
cess may take years of meticulous inquiry to be completed. 

(iii) As to the canon of economy, the heavy expenses on the revenue 
establishment that is maintained cannot be debited entirely to the work 

1 See Taxaiion Enquiry Committee Report, pars. 86-9. 

^ See Land Revenue Policy of the Government of India, pp. .?8-f0. 
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of assessment and collection of land revenue, much miscellaneous work 
of an important character outside the purview of land revenue proper 
being still discharged by the revenue agency. 

(iv) As to the canon of ability, tire official claim is that it is being 
increasingly satisfied on account of the progressive reduction in the share 
of the state. We have already given the figures in support of this con- 
tention. One of the results, c£ the discussion about land revenue policy 
initiated by R.^C. Di2tt was the conversion of the standard rates into 
maximum rates.^ The Taxation Enquiry Committee gave figures showing 
how the tendency for the state’s share to diminish continued to operate 
from 1903 to 1924. During this period, while prices rose by 117 per cent, 
the land revenue rose by 20 per cent.® Besides, part of this rise in 
revenue must have been due to the increase of about 7 per cent in the 
area sown. = 

As regards ,the incidence of land revenue, owing to the variations in 
the systems followed between province and province and even between 
one district and another, it is impossible to obtain any general idea. 
Five possible criteria ^ay be applied, namely, (i) the ratio borne by the 
land revenue to the population ; (ii) the ratio borne jby the land revenue 
to the occupied area, that is the average assessment per acre ; (iii) a com- 
parison of the assessment per soil unit ; (iv) the ratio borne by the assess- 
ment to gross or net produce ; and (v) the ratio borne by the assessment 
to rents or annual value. The Taxation Enquiry Committee accepted the 
last as the least unsatisfactory method, but, even in this respect, owing 
to the absence of full and reliable data, they were unable to arrive at any 
definite conclusion regarding the actual burden of assessment in the 
different provinces. 

§41. Principfe of fomial justice.— This pianciple is violated under the pre- 
.sent system of land revenue because, in the first place, there are inter- 
provincial, and, as we have remarked, even intei'-distiict disparities, and 
in the second place, incomes from land are differentiated for purposes 
of taxation from other sources. , 

(i) Inter-provmcial dwpan'hVs.— Taking the first point, the per- 
manently-s’ettled areas are at present obviously much more lightly taxed 
than those under temponiry settlement. As regards the latter, in 1.1 
districts recently settled in the Punjab, the percentage of land revenue 
to net rental varies from 19 to 36 per cent, with an average of 25. In the 

J-R. G. ntitt suggested that the heaviness of land revenue assessment -was one of the 
mo.st important causes of the i^mines which visited the country during tlie last cen- 
tury, especially towards its close. As to the connexion between land revenue and 
fiunitjes, our views are analogous to those advanced in relation to the similar contro- 
versy regarding the connexion between land revenue and indebtedness. We hold that 
land revenue can only be regarded as a minor cause of famines, as it is of rural in- 
debtedness, and for similar reasons. 

2 The heavy slump in agricultural prices during the depression years 1929-33, 
however, rudely disturbed the tendency referred to by the Taxation Enquiry Com- 
mittee. 
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United Provinces, it varies from 20 to 42 per cent, with an average of 27- 
In the ryotwari provinces, in the case of Bombay, the percentage of assess- 
ment to rent varies from 17 to 50 in different parts of the province. In 
Berar, in the case of two cotton talukas recently settled, the average is 
10 per cent. In Madras, it is apparently in the neighbourhood of 17 per 
cent in half of the districts.^ These figures are not absolutely accurate, 
but they are sufficiently reliable as indications of the existence of very 
considerable inequalities in the burden of assessment in the various 
provinces. The dictates of formal justice would be satisfied if the recom- 
mendation of the Taxation Enquiry Committee with regard to the adop- 
tion of a uniform standard of 25 per cent of the annual value as the 
share of the state were carried into practice. 

(ii) Land revenue compared with incotne-tax.—Coxaing to the second 
point, a comparison be,tween the land tax and income-tax discloses three 
striking differences as regards the manner of treatment of the two kinds 
of income. The first is that, in the case of land, there is no tax-free mini- 
mum^ as there is in the case of income-tax, and the second is that the 
percentage of the tax to the income is very much higher in the case of 
land revenue.' The third difference is absence of iprogression. There are 
two ways of assimilating the two classes of taxes ; one way is to make 
the income-tax conform in all particulars to the land revenue, and the 
other is to change the land revenue so that it resembles income-tgx in 
every respect. The first course is not feasible, and would be a retrograde 
step because it would entail the abandonment of the sound principles 
of the exemption limit, and of graduation. Let us therefore examine the 
implications and the practicability of the second course and consider, 
in the first place, the effect of exempting incomes from land below the 
income-tax free limit of Rs, 3,000. This must at once he rejected as 
entirely visionary and impracticable at the present moment, because it 
would touch the financial solvency of the state ; a similar conclusion will 
be forced upon us as regards the second difference noted above, and the 
principle of formal justice will have to be sacrificed to the principle 
of productivity or practical expediency. Even if the recommendation of 
the Taxation Enquiry Committee favouring standardization <Jf the land 
revenue at 25 per cent of the annual value, with additions in the shape 
of local rates, is given effect to, the percentage will be higher than in 
the case of uon-agiicultural incomes (if we exclude from this category 
a small number of very high incomes which are liable to pay a veiy heavy 
percentage by way of income-tax and super-tax). The principle of pro- 
gression may, however, be applied to land stevcnue, as in the more ad- 

1 .‘icc Taxation Enquiry Committee Report, par. 94, ’ 

2 The fact tliat in thtxrry the land revenue is taken only from unearaetl income 
can scarcely be regarded as compensating for the absence of a tax-free minimum. 
The range of agricultural incomes being generally very small, especially in ryotwari 
areas, most of them would escape taxation altogether it land revenue were fixed on 
income-tax principles as they stand at. present. 
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vancecl European countries and Japan, where agricultural incomes are 
assessed to the iucouie-taxi or are liable to death duties.^ 

On the whole therefore a complete assimilation of land revenue to 
income-tax is not a matter of immediate practical politics, and for some 
time at a'ly rate, the former’ will have to be; treated for purposes of taxa- 
tion as a thing per se. This, however, does not mean that -it should for 
ever be allowed to stand oiuride the normal process of taxation. Land 
revenue as well as income-tax, which is by no means perfect as it stands 
at present, must be gradually modified till they both conform to the same 
principles of taxation. A .sound tax must neither (i) remove or imperil 
any instrument of, or incentive to essential or useful processes of pro- 
duction, nor (ii) remove or impair any essential or useful element of 
consumption.® Obedience to these principles implies that only unearned 
surpluses, whether they arise from land or other sources, should be taxed, 
or, if both unearned and earned incomes have to be taxed, the latter 
should be taxe'd at a much lower rate than the former. The whole of 
the unearned income may theoretically be absorbed by the state, although 
only a certain percentage may be actually taken, so as to err on the side 
of safety and to allow lor practical dilficulties in the way of accurate cal- 
culations of the unearned income. The present system, of income-tax is 
faulty because it taxes earned as well as unearned incomes at the same 
rate. Xhe land tax is faulty in that it taxes the smallest agricultural in- 
comes from holdings which are admittedly uneconomic. Again, land 
revenue is paid on all lands whether income is actually derived from 
them or not. Another difference between land revenue and income-tax is 
that the latter is levied on each individual on the basis of the income 
returned by him, whereas in the case of land revenue each single plot 
is not assessefti separately and, owing to the method of average which 
must necessarily be employed, some plots may be over-assessed and others 
under-assessed. Further, in theory the land revenue is supposed to be a 
portion of a .surplus, but obviously in the case of uneconomic holdings 
there is no surplus, and yet they are assessed to the land tax. This raise.s 
the question how far it is practicable to exempt from land revenue hold- 
ings which' 'are below a certain size. Here again, we are tip against the 
dilficuky that an immediate exemption of all uneconomic holdings would 
involve the Government in great financial embarrassment. There is also 
another consideration, namely, that people have been used to the land tax 
in this form from time immemorial, and it is acquiesced in and paid 
without demur, and thus the injustice is not vividly felt by the taxpayer. 

iThe proposal of Sir, Walter Layton, Financial A.isessor to the Siuion Commission, 
to levy an income-jax on agricultural incomes, which are at pre.sent exempt from it 
is discussed in vol. 11, di. xii, §lli 

2 The Taxation Enquiry Committee, accepting the view of Dr Gregory, considered 
that the land revenue is essentially a tax bn things and not persons and that therefore 
It is not susceptible to the direct application of the doctrine of progrcs.sion (Report, 
pat."'89).' , , 

sSee J. A. Hob.son. Taxation in the New State, p. lO, 
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At the same time, there is no doubt that if we wish to rationalize our 
system of taxation, uneconomic holdings wHl have to be exempted sooner 
or later,’ and also earned incomes from land below a certain minimum 
identical with that whicljL, under an improved system, may be, deemed 
suitable for non-agricultural incomes.^ 

A not very forcible objection against the exemption of uneconomic 
holdings is that it would encourage subdivision. The proper remedy for 
dealing with the evil of subdivision is to do so directly by suitable legisla- 
tion and not indirectly by a manipulation of the land revenue system. 
J?42. Legislative control.— The principle of legislative control of matters con- 
nected with land revenue is not novel in India. There had been already, 
in some provinces like Bombay, an attempt on the part of the legislature 
to regulate the administration of land revenue by special statute such as the 
Bombay Land Revenue Code (1879). But the situation was unsatisfactory 
inasmuch as in some provinces there was no legislative coiltrol whatever, 
whereas in others, where it did exist, it was of the most meagre descrip- 
tion, and it was necessary to extend it in order to redeem the land revenue 
system from the charge of executive arbitrariness wtiich was made against 
it.2 In this connexion, the following words of the Joint Parliamentary 
Committee (1919) are worth quoting: ‘The Committee are impressed by 
the objections raised by many witnesses to the manner in which certain 
classes of taxation can be laid upon the people of India by executive 
action, without in some cases any statutory limitation of the rates, and 
in other cases, any adequate prescription by statute of the methods of assess- 
ment. They consider that the imposition of new burdens should be 
gradually brought more within, the puiwiew of the legislature. And in 
particular, they advise that the process of revising the land revenue assess- 
ment ought to be brought under closer regulation by statute. The Com- 
mittee are of opinion that the time has come to embody in the law the 
main principles by which the land revenue is determined, the method of 
valuation, the pitch of assessment, the periods of revision, the graduation 
of enhancements and the other' chief processes which touch the well-being 
of the revenue payer.” The Committee thought that this refoi'm was a 
necessary preliminary before the subject was transferred to Ministers after 
securing adequate representation to the rural classes on the Legislative 
Councils. 

§43. Progress of land revenue legislation.— The above recommendation pro- 
voked much discussion in the provincial legislatures, which have either 
adopted or have been considering measures for closer regulation by law 
of (i) the principles of settlement and the determinatit>n of the standard 
.rate of assessment; (ii) the limitation on enhancement at’revision settle- 

iFor an ingenious, though fallacious, argument against the exemption of uneconomic 
holdings, see Anderson, op. cit., pp. 14-16. 

2 See Government of India Dispatch on the Constitutional Reforms of 1919, Sir 
Sankaran Nair’s Minute of Dissent. 
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ment ; and (iii) the period Of settlement. In 1928-9, bills embodying the 
principles of land revenue a^essment in a statute were passed by the 
Legislative Councils of the Punjab, the United Provinces and the Central 
Provinces.^ The Punjab Land Revenue Amendpient Act (1929) fixes the 
share of the state at one-fpurth of the net assets, and extends the period 
of settlement to 40 years. Legislation has not been considered necessary 
in Bengal, Bihar, and Orissa,- as large territories in these provinces are 
under Permanent Settlement. In Madras and Assam^ attempts to secure 
legislation regulating the assessment of land revenue have not proved 
successful. In Bombay, the Land Revenue Assessment Committee was 
appointed in June 1924, in accordance with a resolution passed by the 
Legislative Council. The non-official members of the Committee strongly 
recommended that a Standing Advisory Committee of the Legislative 
Council should be set up to examine all revision settlement proposals 
and that, if tl^e recommendations of the Committee were not accepted by 
the Government,, the proposals should not be put into force without 
express sanction of the Legislative Council. Such a committee would be 
highly desirable in vjew of the natural bias of the executive towards 
stressing the financial point of view, to the prejui^ce of the revenue 
payer.8 The Bombay Government, who were opposed to this proposal, 
later modified their attitude of uncompromising resistance to any form 
of non-official control and gave an assurance in connexion witli the pro- 
posed amendment of the Bombay Land Revenue Code (see §44 below), 
that an opportunity would be given, not only to the landholders concerned 
but also to public bodies and associations, to discuss the Settlement 
Officer’s proposals. 

The advent of Provincial Autonomy in April 1937 and the acceptance 
of office by Congress Ministries gave a further impetus towards land 
revenue reform in most provinces, and widespiead changes in respect of 
the system of land revenue assessment are in the process of being made 
evei 7 where. 

§44. The Bombay Land Revenue Code (Ampndment) Act (1939).— The Con- 
gress Government of Bombay introduced in April 1939 in the Legislative 
Assembly a bill to amend die Land Revenue Code in order to give effect 
to the recommendations of the Land Revenue Assessment Committee, with 
certain modifications. The bill, which has since become law and come 
into force, seeks to regulate land revenue assessment in the province by 

1 See Indm in 321. i 

2 In Assam a bill was passed .in September 1930 fixing the maximum pitch of assess- 
ment at 10 per cent,of the value of the gross produce as against the 12J per cent 
propo.scd by the , Government. The latter figure had been .agreed upon as the result 
of a compromise with the representatives of all the parties in the Council. The bill' 
was returned by the Governor for reconsideration by the Council, which refused to 
accept the higher limit. The Governor therefore withheld his assent to tlie bill. See 
India in mO-1, p. 517. 

3 See Government Resolution of 1927 on the Report of the Land Revenue Assessment 
Committee, Bombay (1926), and the Report by the official members of the Committee. 
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statute. Under the Bombay Land Revenue Code (Amendment) Act oS 
1939 the legislature has the determining ^voice in orders that might be 
passed in regard to settlements. Under the Act the term of settlement 
is not to exceed 30 year^ except when in the opinion of the Government 
a revision settlement is inexpedient. The standard rate of assessihent with 
reference to any particular class of land in each group of homogeneous 
lands is to be so fixed that the aggregate i^ssessment on occupied lands 
in any group shall not exceed 35 per cent of the "amount of rental values 
of such lands for a period of five years immediately preceding the year 
in which settlement is directed.^ Other fundamental matters connected 
with the process of settlement, such as the factors which are to be consider- 
ed in forming groups, exemption of the increase in the value of land 
due to private improvements from increased assessment, the mode of 
assessment and the linaits of enhancement, are also regulated by the new 
Act.2 Provision has been made for the publication of the Settlement Report 
in each village and inviting objections from any persop as also for refer- 
ring the Report to the Revenue Tribunal constituted under the Bombay 
Revenue Tribunal Act, 1939, on application front any person aggrieved 
by the report. Before the provincial Government issues orders on the 
Settlement Report, it has to be placed— along with objections received, 
and the opinion of the Revenue Tribunal on a reference, if any-on the 
table of each Chamber of the provincial legislature. The new Act enables 
the Government to adjust the assessment in accordance with the fall or 
rise in prices of agricultural products in suitable cases.® 


iFor further particulars see §27 above. 2 See also §27 above. 

3 See Bombay Government Gazette, 16 February 1939, Act No. XII of 1939; also 
§27 above. 



- CHAPTER XIII 

. INDUSTRIES: A GENERAL^ SURVEY 
§1. Industrial history of India 'duriag recent times.— In this chapter we 
propose to take a general suryey^ of the industrial position of India. In 
Volume II we shall deal with more specific problems such as protection- 
ism, large-scale irfdustries and cottage industries. We have already traced 
the industrial history of India up to about the end of the nineteenth 
century.i And we have seen how she was, roughly till the beginning of 
the nineteenth century, both a manufacturing and an agricultural coun- 
try, how her industries had attained a high state of perfection judged by 
contemporary standards, but how they*^ began to languish from the end 
of the eighteenth century as a result of several unfavourable influences. 
After the eighties of the last century, and more particularly from the 
beginning of the present century, the backwardness of India in industrial 
matters began to attract the notice of patriots and economists such 
as Dadabhai Naoroji and Ranade, and it was held responsible for the 
recurrent famines from which the country suffered, "and the grinding 
poverty of the masses of which the famines were a symptom. The Famine 
Commission of 1880 had hit tire right nail on the head in pointing out 
that one of the main reasons for the reairrence of famine in India was 
the absence of diversity of industries, and insisted upon this being 
remedied. A similar diagnosis of the situation was presented by the 
Famine Commission of 1901 and an identical remedy proposed. The 
opinion began to gain ground that nature had not destined India to re- 
main for evef dependent on other countn'es for manufactured goods. Even 
the few industries that happened to have struck root in the country with- 
out the assistance of the Government owed much to foreign capital and 
enterprise. 

This was a position which could hardly be I'egarded as satisfactory 
from the national point of view. The feverish activity of the Japanese 
Governmefrt, which had brought their country into the forefront of in- 
dustrial nations within a marvellously short period, stood in painful con- 
trast with the apathetic attitude of the Government in this country. The 
cotton excise duties imposed towaMs the dose of the last century under 
pressure from Lancashire lent colour to the suspicion that the Govern- 
ment were* worse than merely indifferent to industrial development in 
India. In these circumstances, it is riot surprising that the economic dis- 
content due to the poverty of the masses and the lack of industrial outlets 
to educiued middle-class youths began to assume a political complexion. 
The institution of the Indian Industrial Conference in 1905 in associa- 
tion with the Indian National Congress was the first definite sign of the 
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alliance between economic and political discontent— an alliance which 
was immeasurably strengthened in the agitation for securing the annul- 
ment of the partition of Bengal. ‘The swadesbi movement was the posi- 
tive and the boycott the negative expression of the same purpose.'^ A great 
wave of industrial enthusiasm overran the whole country. Numerous 
factories for the manufacture of textiles, h'osiei 7 , pencils, cutlery, matches, 
glass, etc. were started, but most of them came to grief for lack of practi- 
cal training and even more owing to want of business experience, and 
lastly, because the state did not so much as raise its little finger to pre- 
vent their collapse. The policy of differential railway rates was allowed to 
continue, to the prejudice of Indian manufactures. Competition from 
abroad was permitted to run its course unhindered by protective tariffs 
or other means. This attitude vyas not entirely due to the laissez-faire 
doctrines which had more or less consistently been the official creed. It 
was also caused by the association of the boycott with the swadeshi move- 
ment, which inevitably antagonized the Government. T^e failure, to what- 
ever causes it may have been due, undoubtedly emphasized the ]e,sson that, 
in this country, there was no chance for industries without the strong 
and vigorous" backing of the Government, at l^ast in the initial stages. 
Thus in the period before the war of 1914-18 Indian industries were very 
poorly developed. Practically the only large organized industries on a 
stable footing were the cotton mill industry of western India, the jute 
industry of Bengal and the coal mining industry of Bihar, Orissa and 
Bengal. It is necessary, however, to take note of one highly important 
step in industrial advance under Indian enterprise, namely the inaugura- 
tion of the Tata Iron and Steel Company at Sakchi (Jamshedpur), which 
was founded in 1907 and commenced operations in 1912. Other miscel- 
laneous industries such as cotton gins and presses, jute presses, paper 
mills, rice mills, sugar factories, petroleum refineries, leather works, 
engineering workshops, etc. had also come into existence, but they were 
not of sufFicicnt magnitude or impoitance to deserve more than a pass- 
ing reference here. 

§2. Survey of the policy of the state in relation to industrial develop- 
ment.®— We may, at this point, pause to take a brief review of" (he various 
changes w'hirh state policy has undergone in relation to industries in 
India. It has already been noted how the East India Company’s com- 
mercial instincts made it at first favour the improvement of those indus- 
tries on which its export trade depended. But this policy had to be 
abandoned owing to the pre.ssure of vested interests in Eilgland, and 
India came to be looked upon primarily as a valuable source of the raw 
materials necessary for developing the manufacture! of England. This 

iSee Monttigu-Chelmsford Report, par. 3.^5. 

2 For a fuller treatirient of tlie subject, especially relating to the period of 
see A. G. Clow, The Stale and Industry, chs. i-iii. State Artion in Resl>ert of Industries, 
192S-S5, Buchanan, The Development of Capitalist Etilerprise m India, p\i. 4(10-75, 
and G. E. Hubbard, Eastern Industrialixulion and its egect on the West, pp. 200--5. 
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attitude, which was a legacy of the old colonial policy, survived for some 
time after tlte Company had erased to be a trading body, and even after 
its extinction and replacement by the direct rule of the Crown in 1858. 
WJiat was at first dictated by self-interest, came later to be fortified by 
the dominance of the laissez-faire theory both in England and in India. The 
interest of the state in industrial development did show itself occasionally, 
but in a very fitful and haphajard manner, and it was ridiculously inade- 
quate to the needs of the situation. For a long time it did not go beyond 
a very imperfect provision of technical and industrial education and the 
collection and dissemination of commercial and industrial infonnation. 
A few industrial exhibitions were held and a certain number of pro- 
vincial monographs on Indian industries were published, but so far as 
there was any activity on the part of the state, it was rather due to tlie 
energy of a few exceptionally far-sighted individual officers than to any 
considered and comprehensive policy laid down by the Government. A 
change, however, ^was gradually coming over the policy of the Govern- 
ment, and the first sign of it was the creation in 1905 of a separate Imperial 
Department of Commerce and Industries at the instance of Lord Curzon. 
In the meanwhile, incfividual provincial Governments, like those of the 
United Provinces and Madras, had begun to put forward programmes of 
industrial policy requiring close co-operation, help and guidance from the 
Government. For example, the Madras Government, encouraged by their 
successful experiment in the aluminium industry had committed them- 
selves to an increasingly active participation in industrial development, 
whicli had resulted in considerable impetus being given to handloom 
weaving, the introduction of the chrome process of manufacturing leather, 
etc. A special official was appointed to supervise and stimulate technical 
and industrial education. But all these efforts which had already provoked 
die interested opposition of the European commercial community in India, 
received a sudden check by the 1910 Dispatch of Lord Morley, then Secre- 
tary of State, who, tnie to his laissez-faire creed, deprecated direct attempts 
on the part of the Government to start new industries, even for the sake 
of experiment and demonstration and with "the object of eventually trans- 
ferring them to private enterprise. ‘The policy, which he was prepared 
to sanction, was that .state funds might be expended upon familiarizing 
the people with such improvements in the methods of production as 
modern science and the practice of European countries could suggest. 
Further than this the state should not go, and it must be left to private 
enterprise to demonstrate that these improvements could be adopted with 
commercial advantage.’^ Tlids dictum of Lord Morley damped the en- 
thusiasm of the M^ras Government who, however, later on proceeded 
to better their instruction and retraced their steps farther backwards than 
was necessary.2 Lord Crewe, the successor ;of Lord Morley, pointed out 
that the Madras Government had placed too limited a construction upon 
i See Industrial Commission Report, pzr. 108. 

2 Pandit Madan Mohan Malaviya did not wholly subscribe to the view expressed 
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the dispatch of 1910 by restricting their efforts to the provision of indus- 
trial schools. 

The new Secretary of State declared him.se}f prepared to follow a 
somewhat bolder policy, but it was now the turn of the Government 
of India to be oppressed by doubts as to horv far they would bd justified 
in sanctioning proposals for demonstration irlants, financial assistance 
and other forms of direct state aid to industries. They were further 
hampered by the absence of the necessary organization and equipment 
which, they said, prevented them from giving effect even to the ultra- 
cautious policy sanctioned by Lord Morley. The obvious retort to this 
would, of course, be that the necessary organization and equipment should 
have been created. As a matter of fact the Government failed to turn to 
account the enthusiasm for the regeneration of national industries caused 
by the swadeshi movement, whiclr at least on its constructive side was a 
healthy movement, but which fizzled out owing to many factors, of which 
lack of Government support was not the least important. 

§3. Industrial development during the war of 1914-18.~Matters drifted 
in this way till the time of the First World War, which proved an eye- 
opener in many ways and brought about a more, vivid realization of the 
danger of dependence on foreign supplies for even the necessaries of life. 
The cutting-off of the enemy countries from the import trade, and the 
almost complete withdrawal from it of the allied countries on account 
of their preoccupation with the war, seemed to offer exceptional oppor- 
tunities for the development of Indian industries. But neither the public 
nor the Government were ready to take any considerable advantage of 
this favourable situation, created by the virtually complete, though tem- 
porai 7 , elimination of foreign competitors, and they had the mortification 
of seeing these opportunities grasped by Japan and the United States, 
whose participation in the import trade of this country increased enor- 
mously during the war. These countries were in a position to obtain a 
firmer footing in the Indian market because they had already reached a 
high stage of industrialization.,, India, on the other hand, was labouring 
under various handicaps such as the great difficulty of obtaining essential 
machinery and materials, which she herself had not learnt ter ’produce ; 
the scarcity or total absence of technical experts; the shortage of skill- 
ed labour and of railway wagons, coasting vessels, coal and coking plant, 
etc.-’: 

Further, the military importance of developing the economic resources 
of the country was brought to light by the war of 1914-18. It vJYis realized 
that, while the services rendered by India itf the eastern theatres were 
by the Majority Report of the Industrial Commission with regard to tlie 'deadening 
. elicct prodticed by Lord Morley’s dictum, of 1910’, and pointed out that, although 
Lord Morley deprecated state-managed commercial enterprises, he -was in favour of 
funds being applied to the establishment . of well-equipped technical and industrial 
schools. But the Government failed to do anything substantial even in this direction 
(see Industrial Commission Report, Minute of Dissent, pp. 313-14). 

iSec Indian Munitions Board Industrial tiandbook, p. 16. 
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valurible, they would have been vastly greater if the country had been 
industrially developed. ‘NowJtdays, the products of an industrially deve- 
loped community coincide so nearly in kind, though not in quantity, 
with the catalogue of munitions of war that the development of India’s 
natural 'resources becomes 'a matter of almost military necessity.’^ All 
these considerations resulted in the appointment of the Industrial Com- 
mission in May 1916 to exaipiqe the whole tpestion of industrial deve- 
lopment in India, and .to indicate new openings for the profitable employ- 
ment of Indianf capital in commerce and industry and the manner in 
which the Government could usefully give direct encouragement to in- 
dustrial enterprise. The Report of this Commission (1918) particularly 
stressed the importance of the active assistance of the Government in 
furthering the industrial development of the country with the aim of 
making India more self-sufficient. To this end, they considered it neces- 
sary that the Government should be provided with adequate adminis- 
trative equipment and should command reliable expert advice on scienti- 
fic and technical matters. One of their main recommendations therefore 
was in favour of the creation of special industrial and chemical services 
and the establishmen! of provincial Boards of Industries. 

§4. The Indian Munitions Board.— In the meanwhile, the Indian Muni- 
tions Board had been established by the Government of India in February 
1917, ‘to control and develop Indian resources, with special reference to 
the needs created by the war, to limit and co-ordinate demands for articles 
not manufactured and produced in India and to apply the manufactur- 
ing resources of India to war purposes with the special object of reducing 
demands on shipping’. Although, under the terras of reference, the Board 
was required to concentrate its energy on its primary object of assisting 
the prosecution of the war, especially in the eastern theatres, it was able, 
within the limits set, to foster the development of indigenous industries 
in various ways, such as (i) direct purchase of articles and materials in 
India: (ii) the diversion, by means of the priority system and control 
over Horae indents, of all orders from the United Kingdom and elsewhere 
to manufacturers in India; (iii) assistance to individuals and firms who 
desired tdrimport plant or engage experts or skilled labour from abroad : 
and (iv) the dissemination of information and expert advice to persons 
prepared to establish new industries in India. In this manner, con- 
siderable stimulus was given to various industries, notably cotton, jute, 
iron and steel, and leather as also a number of others, such as engineer- 
ing industries, manufacture of chemicals, mineral acids, oils, paper, glass, 
cement, cutlery, fertilizersj' paints and varnishes, surgical instruments, 
etc.^ The adoption®of the system of Home indents and the priority certi- 
ficate by the Munitions Board was tantamount to the acceptance of the 
principles of swadeshi, for the time being, by the Government, and these 
new departures from the traditional policy of laissez-faire showed how 

1 See Montagu-Chehnsford. Report, puti: SVl. 

2 Scc S. G. I’anamlikar, The Ecqnamici.Gomequences of the War for India, pp. 103-9. 
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much could be done in the sphere of industrial development with the 
active co-operation and assistance of the .Government, Departments of 
Industries were started by the end of the war in ail the provinces as recom- 
mended by the Industrial Commission, and the. Munitions Board was 
merged in the Imperial ‘Department of Industry and Comme?ce. The 
Chemical Services Committee was also appointed as suggested by the In- 
dustrial Commission. The plan of an all-.India chemical service was, how- 
ever, subsequently dropped, and freedom of action in this matter xvas 
alloxved to the provincial Governments, who became responsible for indus- 
trial development under the Government of India Act of 1919. Indeed, 
it may be observed here that the scheme adumbrated by the industrial 
Commission, which assumed the initiative of the Central Government, 
could not fit in properly with the Montagu-Chelmsford Reforms of which 
the keynote was provincial autonomy. i 

§u. Industrial boom after the war of 1914-18. — The cessation of the war 
xvas folloxved everyxvhere by a short period of boom and iex'crish indus- 
trial activity, caused by the expectation of a strong revival in demand for 
manufactures which had remained unfulfilled during the war, and of 
the continuation of the high level of xtmr profits ^and inflation of cur- 
rency. In India there was a period of great prosperity for the manufactur- 
ing and exporting industries, such as cotton, jute, cement, steel and 
iron, manganese, oil-seeds, hides and skins, etc. During the xvar company 
flotation xvas slow, owing to the difficulties in the importation of neiv 
plant, machinery, stores and technical experts. But after its close there set 
in a regular mania for company flotation, especially in the years 1919-21. 
High dividends were declared and the prices of industrial securities rose 
to unprecedented heights.^ The currency policy of the Government, which 
caused violent fluctuations in the exchange value of the rupe5, aggravated 
both the boom and the subsequent depression. 

§6. Trade depression.— The boom was, however, short-lived though its 
duration varied in different industries. The tide definitely turned about 
the middle of 1920 and a prolonged period of economic depression set 
in. India, like many other countries, shoxved all the familiar symptoms 
of a trade cycle. The expectations of a firm demand and high prices were 
not fulfilled owing to the exhaustion brought about by the xvar and the 
deflation of currency which was now started in England and various other 
countries. Moreover, in India the big slump in the exchange value of the 
rupee in 1920-1 embarrassed the importers, who had counted on the 
exchange remaining high, while the exporters noxv felt the Ml force of 
the ju’evious high level of exchange. The extension of old industries and 
the establi.shment of new ones planned during the boofli period at inflated 
• prices, now began to weigh on the; market and aggravated’ the depre.ssion. 
There xvere heavy liquidations of companies and firms and the outlook 

1 See Cloxv, op. cit., di. iii. 

a Sec Textile Taritf Board Report, Table VlII and Bombay Stock Exchange Enquiry 
Committee Report^ pi 51. 
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for those who survived the crash was far from bright. The subsequent 
rise in the exchange value of^tlie rupee from 1924 further prolonged the 
period of trade depressiqn, intensifying as it did the force of foreign com- 
petition in the Indian markets at a time when the depreciated currencies 
abroad had already placed -that competition at ^an advantage. The Tariff 
Board (see §8 below) thus felt constrained to allow for this handicap 
in making their recommendations for protection to the iron and steel 
and the textile industpes, which, with the swing of the pendulum, had 
now to face hedvy losses or had to content themselves with such paltry 
dividends as 4.9 per cent on the paid-up' capital in 1923 and 2.2 per cent 
in 192.5 and 1926. In tliese circumstances the stock exchanges became 
extremely unsteady and showed a marked bearish tendency. The New 
York crisis (1929) and the world slump in prices further intensified the 
trade depression in India, which being mainly ,an agricultural country 
suffered more than industrial countries like Great Britain.^ The decline 
in the purchasing power of the agriculturist brought about by a big drop 
in the prices of agricultural products adversely affected the fortunes of 
Indian industry. The agricultural depression abroad reduced the demand 
for Indian jute manlifactures in the foreign markets. Further, the de- 
pression in the industrial countries and the depreciation of currencies 
practised by some of them intensified the competition of foreign-manu- 
factqred goods in the Indian market, and served to accentuate the depres- 
sion of prices of industrial products. 

§7. Industrial recovery and recession.— As in most countries which suffered 
from the , effects of the great depression, particularly in the sterling group, 
the first definite signs of an upward movement in industrial conditions 
made their appearance in India during and after 19.32. Production in all 
industries ejCcept coal recorded considerable increases. The largest increase 
was in the case of sugar, its production more than trebling itself during 
the period 1929-30 to 1936-7. The next largest increase was in the case 
of cotton piece-goods, where the yardage produced was nearly doubled 
in the same period. Cement, steel and iron, paper and jute manufactures 
also registered substantial increases.® Th« I'emarkable increase in indus- 
trial production despite the reduced purchasing power of the agriculturist 
is explained by the stimulus given partly by the protection enjoyed by 
several Indian industries, especially sugar, textiles, steel and iron, and 
partly by the imports of cheap machinery and stores. The funds released 
in the money market by the sale and export of large quantities of gold after 
September" 1931 made a larger amount of capital available, thus facilitat- 
ing the floating of a large number of joint-stock companies in India.® 
Finally, the swadeShi spirit encouraged by the Indian National Congress 
also considerably helped the expansion of Indian industry. 

The year 1937-8 witnessed a sudden and rapid change from boom to 

1 For a discussion of the causes of the world economic depression and its effect on 
India see vol. II, chs. vi arid X. ' ' 

3 For further particulars, see vol. II, ch. ii. . 8 See vol. II, ch, ix, §23. 



403 


INDUSTRIES: A GENERAL SURVEY 
relative depression popularly called ‘recession’. At the beginning of the 
year there was great activity in the various commodity and share markets. 
Optimism and confidence pervaded the business- community, leading to 
the familiar symptoms of the trade cycle, namely, speculation and over- 
trading. The recovery in^ agi'icultural prices ‘and increase in the world 
trade in agricultural products and raw materials in the early months of 
1937 had meant a growing income for fjtdjajs large agricultural popula- 
tion.i This increased purchasing power in the haixls of the agriculturists 
brought about a better demand for the products of Indian industries, 
the position of which consequently became much better than for many 
years past. Further advance in industrial production was made, especially 
in the first half of 1937-8. The production of sugar increased the most. 
The cotton mill industry attained a new record, as also the production 
of steel manufactures. The coal industry also had a larger output to its 
credit. The output of the jute industry increased abnormally after the 
breakdown of the agreement regarding w'orking hours. But’the tide turn- 
ed in 1937-8 and the prices of primary commodities and share values 
declined sharply. Industries resisted the downward movement for some 
time; but after October 1937, when world conditions following in the 
wake of the recession of American origin deteriorated still further, the 
resistance of most Indian industries gave way and they succumbed to the 
general depression in the commodity and share markets. An upward move- 
ment in industrial profits and security values was noticeable at the end of 
June 1938 following early signs of recovery in the U.S.A. and the United 
Kingdom ; but the improvement was not maintained, the tense inter- 
national situation being one of the depressing factors. The same factor 
militated against a sustained recovery in the first eight months of the 
year 1939 prior to the outbreak of war. There was generally'' a dull feel- 
ing in the industrial share market with the exception of iron and steel 
shares, which were steady owing to sustained production in the industry. 
§8. Introduction of protective tariffs, etc.— A large part of the stimulus 
received by Indian industries during the war of 1914-18 was necessarily 
temporary in character and ceased to operate with the cessation of the 
war purchases of the Government and the re-appearance of ncVhial trad- 
ing relations with other countries, after the Armistice in November 1918. 
Indian manufactures were again subjected to the full force of foreign 
competition helped by the absence of any protective tariff barriers, apart 
from enhanced import duties imposed for revenue purposes under the 
financial stress caused by the war. In these conditions, the lortg-stauding 
demand for a revision of tariff policy again became more vocal and in- 
sistent than ever. The subject of tariff policy had beSn excluded, much 
.against popular wishes, from the terms of reference of ’the Industrial 
Commission, on the ground tliat it was not desirable at that juncture to 
raise any question of the modification of India’s fiscal policy. The sup- 


1 See vol. n, eh. vi, §8, 
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port lent by the Montagu-Chelrasford Report to the viexv that/ since the 
theoretical free trader hardly existed in India, considerations of justice 
and fairness required that Indians should have full liberty of deciding 
their own tariff policy, and that the Government had no right to force 
their fnte trade convictions on them, strengthened the hands of the pro 
tectionist party in India. Of similar tenor and significance -was the recom- 
mendation of the Joint Selqrt .Committee on the Government of India 
Bill of 1919, that a aonvention in favour of fiscal autonomy should be 
established. Tin's was subsequently accepted by the British Parliament. 
The question of regulating inter-imperial fiscal relations on the basis of 
a system of preference in favour of goods of Empire origin, which the 
war had brought into prominence, once more threxv into relief the general 
question of the tariff relations of India with other countries. The Com- 
tnittee of the Imperial Legislative Council appointed by the Government 
of India in February 1920, to report on the feasibility of Imperial Pre- 
ference and tfic, future fiscal policy of India, declared its inability to make 
definite recommendations on the latter question and suggested a special 
commission ol inquiry for the purpose. This eventually led to the appoint- 
ment of the Fiscal Compiission in October 1921. The policy of discriminat- 
ing protection, to be administered through an expert body called the 
Tariff Board, recommended by the Commission, was accepted by the 
Government of India early in 1923. In accordance with that policy, a 
Tariff Board was instituted to examine the claims for protection of several 
industries. On its recommendation protection was granted to steel 
and iron, cotton textiles, paper, matches, sugar and other industries.^ 

The indifference of the state towards industrial development which 
so long seemed to lie as a blight on the economic aspirations of the country 
was thus a'pparently abandoned, and instead of repeating the barren 
formulae of free trade and laissez-faire in the sphere of industry, the Gov- 
ernment began to make some positive efforts to help industrial develop- 
ment to proceed along sound lines.^ This change in the industrial policy 
of the state gathered fresh momentum wi,th the outbreak of war in 1939 
(see §§10-14 below) although it was generally felt that even greater activity 
might h^ve been shown by the Government, in order to bring about rapid 
industrialization.^ With proper guidance on the part of the state, sub- 
stantial progress in industrialization can be achieved within a compara- 
tively short time. We do not agree with Calvert’s opinion that ‘ little but 
failure anti disappointment will result from any attempt to compress six 
hundred years of the industrial history of Europe into a short period of 
state-subsidized activity '.^*The rapid industrialization of Germany and 
japan in die nineteenth century proves the unsoundness of such a con- 

1 .Sec vol, U, th. ii. 

2.S:x‘ vol. Il, clis. i and ii for the various tneasiire.s adopted by the Central and 
l>^roYincia! Governments to encourage the growth of large-scale and cottage incUistries. 

8.S?e V. K. R. V. Rao, What is Wro7ig tuilh Indian Economic Life?, pp. 83-94. 

* Wealth Lind Welfare of the Punjabi p.aVIS. ' 
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Lcntion. A similar argimient used to be advanced in the sphere of politics, 
and it was suggested that what took England a thousand years of con- 
stitutional evolution, could not be achieved in India in a generation or 
two. But surely one may profit by the experience of other countries, and 
this ought to shorten the period of evolution -in economic as iii(*poIitical 
matters. . ■ ' 

iijO. The Congress move for industrial planning for India.— A significant 
development in the recent industrial history of India is the Congress move 
for industrial planning for India. For nearly two decides the Indian 
National Congre-ss was wedded to the policy of reviving and encouraging 
cottage industries and was generally opposed to industrialization in the 
modern sense of the term, involving the development of large-scale 
mechanized industries. The only constructive contribution of the Con- 
gress on the economic side of its activities rvas the establishment of the 
All-India Spinners’ Association and the All-India Village Industrie.? 
Association. This policy was modified, thanks to the able 'lead given by 
Mr S. C. Bose, the ex-Congress President, and Mr V. V. Giri, former Madras 
Minister, who were responsible for convening a Conference of Industries 
Ministers from" the ‘Congress’ provinces at Delhi in October 1938. The 
Conference came to the conclusion that the problems of poverty and un- 
employment, of national defence and of economic regeneration in general 
could not be solved witliout industrialization. A community which resist- 
ed industrialization had little chance of surviving international com- 
petition. 

As a step towards such industrialization the Conference drew up a 
comprehensive scheme of national planning. The scheme emphasized the 
urgency of taking steps to start key industries of national importance, 
such as the manufacture of machinery and plant and tools "bf all kinds, 
manufacture of automobiles, manufacture of electrical plant and acces- 
sories, manufacture of heavy chemicals, power generation and supply, 
etc. For preliminaiy work the Conference appointed a National Planning 
Committee under the chairmanship of Pandit Jawaharlal Nehru. The 
Committee was formally constituted at Bombay about the middle of 
December 1938 and soon after issued a comprehensive questionnaire re- 
lating to the entire economic life of the country, including large-scale, 
mcciium-scale and cottage industries, agriculture, transport, and trade. 
Later 29 sub-committees on various subjects were constituted. To these 
two more sub-committees were subsequently added, viz. on Census and 
Statistics and Publicity. About twenty of them reported to the 
National Planning Committee, whicir publifthed its broad conclusions 
on the recommendations made by the sub-committees. ’^The National Plan- 
ning Committee tentatively desired so to prescribe the staitflard of achieve- 
ment and the period within which that achievement could lx; made as at 
least to double the standard of living including not , only the absolute 
necessaries but also the amenities of civilized existence within a period 
of 5 to 10 years. 



406 INDIAN ECONOMICS 

The change in the political situation in the country following the out- 
break of ivar in September 1939 and the resignation of Congress Ministries 
gave a setback to the work of the National Planning Committee which 
only resumeti its activity, after five years of quiescence in September 1945. 
The wock of the Planning Committee was hampered by inadequate 
finance and absence of full artd precise statistical data and, whatever con- 
clusions it arrived at were top vague and too much taken up with gen- 
eralities to be practically useful. The best-known of the other non-official 
plans is the Boihbay Plan, of which a Tbrief account has been given in 
§15 of Volume If of this book. The different provincial Governments and 
some of the major Indian States formulated their own plans for post-war 
reconstruction. It is for the Central Government to co-ordinate these 
various schemes and execute a carefulljt conceived programme of develop- 
ment in the interests of the whole country. 

§10. Industrial development during and after the second world war.—We 
may now exalnine the various factors which to some extent favoured 
industrial development during the 1939-45 war. In the first place, the dras- 
tic curtailment and restrictions on imports created conditions of quasi- 
monopoly for many of the Indian industries in the home market. Secondly, 
the increased demand from the Commonwealth for "war materials, and 
India’s own defence requirements, called for greatly increased industrial 
activity and exploitation of the countiy’s industrial potentialities. The 
role of India as the leader of the Eastern Group of Commonwealth coun- 
tries and provider of the allied armies in the Near East was indicated by 
the session of the Eastern Group Conference at New Delhi in October 1940, 
the visit of the Roger Mission to this country and the location of the 
Eastern Group Council in India. Similar significance attached to the visit 
to India in April 1942 of the American Technical Mission under the Lease- 
Lend Act. The modernization of the Indian army as recommended by the 
Chatfield Committee supplied a further incentive to the industrial deve- 
lopment of India. These developments were borne out by striking facts and 
figures. Overseas war orders exceeding Rs. 160 crores were placed in India 
during the first two years of the war. The Department of Supply> corres- 
ponding Ki some extent to the Munitions .Board set up during the previous 
war, alone executed orders worth over Rs. 56 and Rs. 76 crores in the first 
and second year of the war respectively. These orders covered a wide range 
of manufactured goods such as cotton textiles, jute, iron and steel, 
engineering stores, leather, etc. A big sclieme of expansion of war factories 
in aclditioK to the increase of production in the ordnance factories was 
put into operation by the Government of India, which fostered industry, 
encouraging substiWites and adjusting specifications to increased output. 
It rvas estimated that as many as 26,000 articles required by a modern 
army thus came to be manufactured in the country. 'India was eventually 
producing 90 per cent of her war requirements and sending abroad large 
quantities of arms, ammunition, shells, rifles, sandbags, saddles, electric, 
cables, road-rolling plant, electric fans, greatcoats, etc. 
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Another favourable factor xvas the further liberalization of the indus- 
trial policy of the Government of India during the war. Assurance was 
given of protection against unfair competition^ from outside after the 
war to industries created to meet war requirements, as in the case of the 
steel pipes and tubes industry or the aluminium industry. Secondly, the 
Government of India started a Board of Scientiric and Industrial Research 
in 1940, whose finances were in the subsequent year placed on a firmer 
footing by the establishment of a separate Industrial Research Fund tvith 
an annual allotment of Rs. 10 lakhs for a period of five years. Thirdly, 
the Government of India tried to remedy the shortage of technicians and 
skilled workers, partly by launching the scheme for training war tech- 
nicians recommended by the Sargent Committee and partly by taking 
advantage of the facilities offered to Indian apprentices for technical 
training in factories in the United Kingdom under the Bevin scheme. 
Finally mention may be made of a number of Committees set up to deal 
with post-war reconstruction and the problems relating to Iransition from 
war to peace economy. 

§11. Reconstruction Committees set up.— Early in June 1941 the Govern- 
ment of India made an announcement regarding the constitution of the 
Post-War Reconstruction Committee to consider questions relating to the 
post-war economic reconstruction of India. At its first meeting, held on 
23 June 1941, this Committee, consisting of the Secretaries of the. Gov- 
ernment of India in all its Departments presided over by the Commerce 
Member, decided to set up four sub-committees to deal with different 
aspects of post-war reconstruction. These sub-committees, consisting of 
officials and non-officials representing trade, commerce and industries, were 
as follows : (i) Labour and Demobilization Committee ; (ii) Committee 
on Disposal of War Contracts; (iii) Committee on Public Works, and 
(iv) Committee on International Trade and Agriculture. Subsequently a 
fifth Committee, drawn from Indian Universities, was set up. The official 
Reconstruction (Co-ordination) Committee was intended to co-ordinate 
the activities of the five Committees mentioned above and to supply the 
neces.sary materials to them. The Co-ordination Committee was to receive 
the reports of other committees and guide them whenever necessary. On 
the reconmiendation of the Co-ordination Committee the Governor- 
General-in-Council was to take sucli action as might be considered neces- 
sary. 

(i) Committee on Labour and Demobilization.— It was the duty 
of tlri.s Committee: (a) to form a statistical estimate of the increasing 
volume of employment in the industries primarily affected by war de- 
mands, viz. ordnance and clothing factories, enginujering, textiles, etc. ; 
(h) to consider how far labour actually employed in tf given direction 
could be employed in other directions without retraining; what, if anyj 
arrangements for retraining could be instituted and what the direction 
of retraining should be ; finally, whether any arrangements for relief works 
would be necessary and, if so, where and under what conditions of pay. 
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terms of employment, etc.; (c) to keep in close touch with the army 
authorities so that their plans of demobilization should not accentuate 
the problem ol ciuployqient on the cessation of hostilities (the army 
should, therclore, keep an accurate record of the former occupations of 
rccrui ts) and (d) to consider whether the existing facilities of linking 
up the prospective employer with the employee were adequate in view 
of the eaiployraent crisis in tlie post-war period. 

(ii) Commitlee on^Dkfjosal of War Contracts.— It was the duty of 
this Committee tn suggest arrangements sfl as to prevent the whole econo- 
mic structure from being demoralized by 'a sudden cessation of war pro- 
duction, to taper off war-production as commercial demand expanded 
and to arrange for the orderly disposal of surplus stocks so as not to break 
prices and check incipient demands for new production. 

(iii) Committee on Public Works and Government Purchase Policies. 
—This Committee was to consider the problem of utilization or re-employ- 
inent of demobilized labour on a large scale, and to suggest an agreed 
public tvorks polfcy, the object of which would be to accelerate public 
works as the various demands for war purposes tapered ofl:. 

(iv) Committee oh International Trade and Agriculture.— Tilt last 
Reconstruction Committee was to concern itself with trade, international 
trade policy and agricultural policy. 

§13. Consultative Committee of Economists.— Besides the four Reconstruc- 
tion Committees, a Consultative Committee of Economists drawn from 
the various Indian Universities was also set up to co-operate with the 
various Reconstruction Committees, and to offer advice to the Govern- 
ment regarding the solution of post-war reconstruction problems in the 
light of the materials and data placed at the disposal of the Committee. 
Presiding ovel' tiio first meeting of the Consultative Committee of Eco- 
nomists held on 24 October 1941, Sir A. Ramaswami Mudaliar indicated 
the nature of the task before the Committee, which should address itself 
to the formulation of positive alternative policies for ready application. 
.These related to questions such as tlie follo'Wf.ing : what should be the post- 
war policy of the Government regarding trade and industrial develop- 
ments ? tiefw could their progress be ensured on lines planned in advance ? 
How far can India be economically self-sufficient and how far is it desir- 
able to aim at this goal ? At a later stage the Committee of Economists 
was expected to deal with various post-war problems of currency, exchange, 
banking, etc. 

We may Conclude with a brief sketch of the machinery of economic 
planning set up in response to the demand for rapid industrialization 
which, in the coursd^ of the war, gathered irresistible strength. 

The publication of the Bombay Plan early in 1944 undoubtedly stimu- 
lated the interest of the Government in the question of industrialization 
and forced it to take concrete steps towards its solution. A special depart- 
ment called the Planning and Development Department was created and 
began to function in August 1944, but was closed in 194(>, before the 
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establishment of the Interim Government. It was specifically charged witli 
the task of Industrial Planning. A separate office under the Industrial 
Adviser was attached to the Department for this purpose. Twenty-nine 
special panels were created, each of whicli was -assigned one or more 
industries for which it was expected to plan and report to the Ridustrial 
Adviser. There were also a number of Policy Committees on dilferent 
.subjects such as Transport, Trade, Posts aiuj Aviation, Industries, Ship- 
ping and Agriculture, with officials and non-officiaJs as members and rep- 
resenting the Central Government as well as the Provinces and the States, 
which were to meet once or twice a year to review the work done and lay 
down a policy for the future. 

At the instance of the Planning and Development Department, the 
different provinces prepared their pwn Five-Year Plans, which tvere how- 
ever, mainly a collection of the schemes put forward by the dilferent Gov- 
ernment departments for their own expansion and development. 

The abrupt termination of hostilities and the serioi\s iood situation 
due to widespread failure of crops, and later the problems of refugee 
rehabilitation and of inflation, compelled the Government to drop for 
the time being sonie of the most ambitious plaqs and select for imple- 
mentation only those which were considered most urgent or which had 
.already progressed too far to be halted and those whidi were likely to 
be productive within a short period. 

Apart from the stark necessity of facing these grave immediate issues, 
there are other causes why solid results could not be expected from the 
planning machinery outlined above, which suffered from serious defects 
of organization. The Department of Planning was not invested with 
powers to direct and control central as well as provincial planning. While 
its functions in respect of industrial planning were defined with some 
precision, its functions in respect of other aspects of planning were left 
vague and tindefined. Planning must be comprehensive and properly 
integrated to be fruitful of results. There have been too many planning 
agencies rvorking in isolated copipartments and for want of co-ordination 
the ‘ planning ’ is so chaotic as to be a misnomer, being in fact hopelessly 
unplanned. ’ 

§13. Handicaps of Indian industry.— India is still dependent on foreign 
supplies of machinery, essential stores and accessories. It was the difficulty 
of importing these freely which largely deprived India of the opportunity 
of btiilding up her industry in the first world war. For the second lime 
in a generation India xvas called upon to fight with inadequate indus- 
trial equipment. India also lacks the heavy cheVnical industries which are 
indispensable for industrial development. A further serious handicap is 
■the .shortage of experts and technicians, which caused one of the worst 
bottle-necks in India's war-supply programme. 

In spite of these handicaps a number of industries benefited in 
different degrees by the conditions created by the war. These may be 
divided into two classes : (i) large organized industries, old and new, and 
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(ii) medium-sized and small-scale (including cottage) industries, old and 
new. In the first class may be included existing industries such as the iron 
and steel, jute, cotton, leather and tanning, woollen, chemical, sugar, paper, 
and cement industries.^ Of special interest to India at the moment are new 
large-scale- industries such as 'the aluminium ^nd heavy chemical industries, 
new branches of engineering industry including machine-tools, and the air- 
craft and ship-building industries. In this connexion it may be observed 
that while the first world war stimulated the development of Indian 
industries turning out consumer’s goods, _ the second war encouraged to 
some extent the establishment of ‘ key ' industries turning out producer’s 
goods or capital goods. 

It is noteworthy that the war gave a stimulus to a number of medium- 
sized, small-scale and cottage industries. Among the small-scale and 
medium-sized industries which derived substantial benefit are those con- 
nected with the manufacture of glass, rubber goods, minor chemicals, 
stationery, buUo^s, durries, cutlery, sola-pith hats and mosquito-nets. 

The pressure of war orders on the production capacity of cotton mills, 
and the realization that the cotton handloom industry could better supply 
certain textile articles speh as surgical bandages, brought more work to 
the handloom weavers. Big orders for army blankets were secured by the 
woollen handloom industry. 

§14. -American Technical Mission.— We may here refer to the American 
Technical Mission, headed by Df Henry Grady, which visited India in 
April 1942, and after carrying out an investigation into India’s war produc- 
tion submitted its Report early in June 1942 to the Governor-General of 
India, Although the object of the Mission was to help India in all-out 
production to win the war, some of its recommendations are valuable 
even for purposes of peace-time reconstruction. For instance, the Mission 
recommended a drastic rationalization and regimentation of Indian indus- 
try, also a further investigation into the possibility of producing power 
alcohol, further measures to extend the availability of electric power, 
the expansion of the steel industry, measures to stimulate the production 
of aluminium, measures to conserve tin and rubber, the acceleration of 
the production of refined sulphur, etc. It favoured great augmentation of 
the training programme of the Government of India, both in special 
institutions and in industrial plants themselves. Regimentation of the 
economic life of the entire community is implied in the Mission's recom- 
mendation about industry. 

§15. Indusfdal backwardness of India.— That the present position of India 
as regards industries is btfckward needs no labouring. This is indicated 
by the overwhelming predominance of agriculture in the national eco- 
nomy, the small number of towns,: the large export of raw materials and 
large import of manufactured goods in normal years and the lotv national 
dividend. There is a limited development of industries, but in the first 

1 For particulars regarrling these industries, except tlie sugar industry, see vol. II, 
ch. ii; for the sugar industry, sm ch. vi above. 
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place it is uneven, being restricted oiily to those industries which have 
appeared to offer safe and easy profits ; generally, commerce has been 
preferred to new industrial ventures as a profitable mode of investment. 
In the second place, the Fiscal Commission's observation that ‘ the deve- 
lopment has not been commensurate with the size of the country, its 
population and its natural resources’ is even today largely valid. ^ Even 
as regards those industries w'hich have, been established in the country 
firmly, for example the textile industries, there has been an almost ex- 
clusive reliance on foreign imports for the supply of Accessories, stores 
and machinery, etc. The facility with which they could be imported on 
account of tlie anxiety of industrially advanced nations to secure the 
Indian market, combined with the policy of free trade, made the estab- 
lishment of these industries a matter of difficulty. The Government’s policy 
in the past of placing indents for their iriiscellaneous stores with the 
India Office, encouraged by the absence of a Stores Purchase Department 
in India, was not calculated to improve matters in this rpspect. India thus 
found herself without the basic equipment necessary for a stable industrial 
organization in the form of metallurgical and chemical industries. 
Iron and steel' and ^the engineering industries exi! 5 ,ted on a negligible scale. 
India could not boast of so much as ‘ a machine to make nails or screws ; 
though she could build a locomotive or a marine engine, provided most 
of the necessary parts were obtained from abroad Chemical industries 
for the manufacture of acids and alkalis of industrial importance were 
practically non-existent and thus severely handicapped such indigenous 
manufactures as paper, matches, oils, explosives, dyes and textiles, which 
were compelled to depend on foreign chemicals. Another serious indus- 
trial deficiency has been the scarcity of foremen, engineers, technical and 
chemical experts, owing to the unsatisfactory nature of the'facilitie,s for 
industrial training in India, and the consequent dependence on foreign 
skilled labourers, technicians and experts. 

India’s sources of power have already been described, and we have seen 
that, although her position with regard to coal, wood-fuel or oil for the 
purpose of generation of power is not so favourable as is sometimes 
imagined, there are great possibilities of utilizing her large ^ divers and 
watersheds and harnessing them to industrial uses, tier forest wealth is 
immense, and the development of modern means of transport and rc.search 
in forest products, together with a larger investment of capital, are likely 
to re.sult in a stimulus to industries based on the great variety of ihe 
forest products of the country. So far as man-power is concerndtl, it is true 
that compared with European labour Indian^ labour is inefficient, inter- 
mittent and floating in character, but it is abundant® in quantity and is 
capable of improvement in quality under a proper .system of theoretical 
and practical technical training, better housing in industrial areas, welfare 
work, trade union organization and so on. As regards the paucity of com- 


IReport, par. 41. 


i Industrial Commission Report, par. 81. 
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Ijclent inanngens, as Calvext observes, ‘the best training for the future 
manager is to be acquired in„ tlie mill and amongst the men he is to 
niannge. The art is picked up in the atmosphere of industiy ’d Since the 
ainiosphere does not exi^t at present on any appreciable scale, the country 
rviJl have' to follow the example of Japan and import foreign managers 
when neccssaiy, and, more important than this, send out young men to 
foreign lands to receive the feqpisite experience and training. A time 
will surely come wheurthe required atmosphere will be created in the 
country and recoifrse to either of these methods will be superfluous. Indian 
capital has long enjoyed the reputation of being too shy, but it may be 
confidently expected to be less and less timorous if reasonable assurances 
are forthcoming that it can be invested with security and profit. The im- 
proving banking organization of the country, the assurance of a large 
home market and the enthusiasm for the industrial renaissance of India 
should further help in drawing out the savings of the people for purposes 
of productive 'investment in modern industries. The differential rates 
policy followed by the Indian railway companies— an evil, the existence 
of which was admitted by both the Industrial and the Fiscal Commissions 
—had long been a grievance of the Indian industrial arrd commercial 
community, the transfer of the principal railway systems to state manage- 
ment, the creation of the Rates Advisory Committee and, above all, the 
fact that railway policy is now controlled by an independent national 
government must hereafter make railway administration wholly sympa- 
thetic and helpful to the progress of industrialization. The problem of 
improving inland road communication, which is extraordinarily defective 
at present, especially in rural areas, is being tackled and road construction 
forms an important item in practically every plan of future develop- 
ment. ' 

§16. Benefits of industrial development."— The benefits which will accrue 
to India from industrial development are so obvious as scarcely to need 
formal statement. We have had many occasions for commenting on the 
great poverty of the Indian masses and the many weaknesses in our eco- 
nomic system to which it is due. 

(i) Oht: of these weaknesses is the excessive concentration of the pro- 
ductive energies of the people on one single occupation, namely, agricul- 
ture. An adequate development of industries wilT remedy this situation. 
It will make for a more even distribution of the population among a 
variety of occupations and bring about a more stable national economy. 
It will thu? make the problem of famine relief much less serious than it 
is at present, by drawing off a certain proportion of the surplus numbors 
at present engaged Tn agriculture. 

(ii) Secondly, the establishment of industries will lead to an increase 
in the national dividend and will enable the masses to raise their stand- 
ard of living, whidr in its turn will increase their efiicienc 7 and hence 

^ Wealth and Welfare of the Punjab, p. 168. 

2 See Fiscal Commission Repdrl, ch.'iv. 
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iheir productive capacity. A beneficent spiral of action and reaction will 
thus be set up. , 

(iii) Thirdly, industrial development will improve the taxable capa- 
city of the people through the increase in the; national dividend and 
will enable the state to* finance schemes of ‘national regeneratfon which 
are at present held up for want of funds.’ It "is also clear that a di^'crsi- 
fication of industry will make the systejir jof taxation much n\ore elastic 
than at present, for taxes on agriculture like land revenue are incapable 
of ready expansion, but taxes on other sources, of which the income-tax 
is the most outstanding instance, are to a large extent automatic and 
bring additional mrmey into the state coffers without much difficulty. 

There is no reason therefore to .suppo.se that a policy of industrializa- 
tion will adversely affect the central revenues owing to reduced receipts 
from import duties on.foreign-manufactured goods. Moreover, while some 
of the existing imports may dxvindle, other imports will take their place 
as the standard of living in the country rises. Altogether on a balance 
the public revenues will gain in consequence of the industrialization of 
the country. ^ 

(iv) Another jmportant advantage of industrialization is its favour- 
able reaction on national character and the scope it gives to diversity 
of aptitude and talent. It supplies an antidote to the intellectual inertia 
and conservatism which characterize a predominantly agricultural -coim- 
try, unless agriculture also is organized on industrial lines as in the 
United States and Denmark. Generally speaking, an industrial population 
is intellectually more alert, and towms have therefore always been the 
centres and racliators of civilization and culture. As Maitland says : ‘ There 
be thoughts which come to men when they are tightly packed.’^ Industrial 
training will also offset that absence of practical grasp of ‘affairs which 
characterizes the products of the too literary system of education which 
prevails at present, and will generally enable tire people to shoulder better 
the new responsibilities which political independence has placed on them. 

(v) Industrialization will, further go a long way towards supplying 
a solution of the serious problem of middle-class unemployment which 
may loom large again in these post-war years. The young men *will be re- 
lieved from the necessity of depending exclusively on Government service 
or a few overstocked profe.ssions sucli as law, medicine, etc. 

(vl) The military importance of industrialization has already been 
discussed elsewhere. 

(vii) Further, the unprofitable habit of hoarding whidh, although 
it is generally exaggerated, must all the sahie be admitted to exist, is 
likely to diminish with the greater opportunities for*' investment and the 
prospect of making handsome profits, which industrial’ expansion ivill 
offer. The joint-stock organization of modern industry serves to utilize 
small amounts of individual savings which would otherwise lie dormant. 

J Qua ted by CarrSaunders, T/te Population Problem, p. 42S. 
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There Is the further consideration that wealth which is accumulated in 
indusiriftl enterprises is more^ readily available for further employment 
as capital than similar 'amounts acquired, say, by way of agricultural 
profits; , 

(viiij Lastly, an extension of industry, by increasing the output of 
national cvealth will increase the resources of the people in general, and 
more particularly, of that section of the people which is engaged in in- 
dustrial producti 9 n, as 'wages and profits, in industry are generally higher 
than in agriculture. , 

§17. Reactions of industry on agriculture.— The reactions on agriculture 
would be almost wholly beneficial. One reason for the languishing con- 
dition of Indian agriculture is, as we have seen, a deficiency of capital. 
This shortage of capital is likely to be ^remedied by the accumulations in 
industry being made available for investment in agriculture. We may 
recall in this ^connexion that the great advance of English agriculture 
during the period of the Industrial Revolution was financed by the pro- 
fits made by the commercial and indii.striaJ magnates. TJie strong senti- 
ment in favour of investment in land is sure to attract a considerable 
portion of the earnings ef successful business men in much the same way 
as this happened in England, owing to tire great political and social status 
attachiirg to the possession of land. 

The effect on agricultural wages will be to raise them, especially in 
areas adjoining centres of industrial activity. One of the consequences 
of industrial advance would be a multiplication of towns and cities, and 
we have already noted that the propinquity of urban areas has a stimulat- 
ing effect on rural populations, making them more progressive. Again, 
agriculture, ip its capacity as provider of raw materials needed for indus- 
try, is sure to receive an impetus to enhanced production to meet the 
ever-increasing demand of the expanding industries. 

It is sometimes argued that the development of industries, by drawing 
off the population from the land, will lead to a diminished food supply. 
However, having regard to the fact that atrpresent the industrial workers 
are less than two per cent of the agricultural workers, it does not seeih 
likely that 'even with a very rapid development of industries this distri- 
bution of population will be seriously altered in favour of industry and 
against agriculture. Besides we are looking forward to an era of improved 
agriculture which will enable a smaller population, not only to maintain 
production ^on the present scale but to increase it considerably by the 
adoption of up-to-date methods. The fear therefore that is sometimes 
expressed that agriculture may come to occupy a subordinate place as a 
result of industrialization is without any foundation. In any case, we 
must not make a fetish either of agriculture or of industry. Whether agri- 
culture occupies the first or second place is after all immaterial so long 
as the nation divides its labour and capital between the two in such a 
manner as to maximize the national dividend. As a matter of fact agri- 
culture is so much suited to the conditions of this country that it will 
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always retain its importance in India, This will be even more so if we 
allow weight, as we very well might, , to the non-economic arguments in 
favour of agriculture, namely, that it helps to* maintain a sturdy and 
prosperous yeomanry, which is the strongest bulwark of the state. 

The controversy of agriculture versus mauufactures is thus > pointless 
and unreal. We have seen that agriculture stands to benefit vastly by 
industrial development, and it is equally tifue that the prosperity of in- 
dustry is bound up with that of agriculture if osily because the agricul- 
turist in India will be the principal customer for the products of Indian 
industries.^ 

§18. Capital for industries.— This may be discussed under two headings: 
indigenous capital and external capital. 

Indigenous capital.— We have remarked above that the indigenous 
capital supply of the country is tending to improve both in point of ade- 
quacy and venturesomeness, especially since the war of 1914-18. This is 
evidenced by the vast increase in Government rupee loahs and in the 
paid-up capital of joint-stock companies registered in India. There is, 
however, still great scope and need for improvement as regards the in- 
crease and employment of the indigenous capital , resources of the country, 
without which industrial development in India will be greatly retarded. 
This question has assumed great importance in view of the fact that 
industrial activity is no longer restricted to a few channels, such as .those 
provided by the cotton and jute mill industries, but is in quest of other 
numerous fields, as exemplified by the establishment of the Tata Iron 
and Steel Works, cement factories, paper mills, sugar and glass factories, 
and the contemplation of a large number of ambitious schemes : for in- 
sjtance, in connexion, with the greater utilization of the water-power 
possibilities of the country, and the production of machinery, ’automobiles, 
mill accessories, etc. All the other schemes contemplated by the various 
planning authorities require vast amounts of capital, and it is necessary to 
take proper steps to tap all the dormant capital in existence at present. 
In order to understand how this might be done, we must undertake a 
preliminary examination of the nature and extent of the capital available 
(i) in the mofussil and (ii) in the bigger commercial towns;' and the 
manner in which it is employed, 

(i) In the mofussil there is hardly any organization of capital owing 
to the practical absence of suitable banking facilities. The extension of 
commercial joint-stock banking presents special diffiaxlties, although the 
position in this respect has been eased to some extent by thfe establish- 
ment of a number of branches of the Imperial Bank at the principal 
district towns. The Post Office Savings Banks, and l^terly also co-opera- 
tive banks, have been able to tap a portion of the rural savings, but on the 
ivlioie, the village money-lender remains practically the only supplier of 

1 ■ It is not a question of agriculture versus industry, but of the two great occupa- 
tions expanding side by side, with agriculture always necessarily talcing the lead.’ 
(Calvert, Wealth and Welfare of the Punjab, p. 1S6.) 
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capital for the local iieecls of the agriculturist, artisan and petty trader. 
It is very rarely that he employs his capital in new enterprises. A large 
part of the savings of thfi welhto-do agriculturist is locked up in jewellery 
and hoards. Government officials and professional classes favour invest- 
ment in 'land either by way of purchase or mortgage, though the bank- 
ing habit is groxving very' much faster in the case of these classes than 
among agriculturists. . > « 

(ii) In the Presid(?ncy and commercial towns, the situation is some- 
what more satisfactory. There are better banking facilities and greater 
readiness on the part of the peoirle to invest savings in industrial and 
cotnraercial enterprises, and, generally speaking, a well-considered and 
sound business proposition promoted by men of standing and technical 
knowledge does not fail to attract the necessary capital. But even here, 
difficulties are not altogether absent. The existing banking system is too 
inelastic from the point of view of industrial finance. The Imperial Bank 
is precluded £5-om supplying long-term finance to industries and extend- 
ing loans against mortgage of immoveable property under the existing 
Jaw which remained unchanged in this respect even after the estab- 
lishment of the Reserve Bank of India in 1935. Moreover, the Imperial 
Bank keeps a margin of 30 per cent or more in extending loans against 
the security of liquid assets. Other banks have followed this practice, 
which causes great inconvenience to industrial concerns. The exchange 
banks carry on a lucrative business in foreign exchange to which alh their 
capital is devoted, and, moreover, most of them are foreign in manage- 
ment and capital. This precludes them from coming to the assistance of 
Indian industrial enterprises for lack of the necessary contact with indigen- 
ous industries and knowdedge of Indian conditions: nor can they be ex- 
pected to be very sympathetic to the needs of industrial development in 
this country. The Indian joint-stock banks have generally shown a ten- 
dency to adhere to orthodox commercial banking resting on shorMerm 
finance, and the experiments made by some of them (for example by the 
People’s Bank of Lahore which went into liquidation in 1913) in the 
opening years of the present century to combine ordinary commercial 
banking vvdth industrial banking proved a failure owing to the locking- 
up of short-term deposits in long-term business which it involved, and 
also to the mistake, which was too commonly made by the banks, of sink- 
ing an excessive proportion of their funds in a single industry. 

Owing to the difficulties of industrial finance, many of the large indus- 
trial concdrns have at present to depend upon managing agents for the 
supply of both block (initial) and working capital. The managing agents 
also purchase large blocks of shares and debentures of the mills con- 
trolled by thenv, and it is mainly on their credit that banks lend to indus- 
trial companies.’ ‘ The ; managing : agency system is the Indian substitute 
for a xvell-organized capital market and an industrial banking system of 

^ Sae Jiepnrl of the Central Banking Enquiry Committee, par. 350. See also S. K.. 
Basil, Industrial Finance in Indio, ell. viv; 
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W^estcrn couiitriesj and has come into eKistence by tlie sheer force of 
economic circumstances.’^ It is by no mean§ a perfect arrangement and has 
many serious drawbacks.^ Another source -from?. which mills in Bombay, 
y\hmcdabad and Indore obtain finance consists of deposits from the pub- 
lic. This is, however, a very unsatisfactory and precarious source of finance 
and has been, aptly called a * fair-weather friend When times are bad, 
these deposits are liable to be withdrawn from good as well as bad con- 
cerns, thereby aggravating ■ the position at a time., when all the resources 
arc required to carry over what may be only a temporary period of depres- 
sion, Lack of a recognized method by which the general public can obtain 
advice and assistance as regards investments also prevents a free flow of 
capital for industrial development. 

We thus reach the conclusion that even in towns there is no adec[uate 
provision for the long-term finance required by industries. A few indus- 
trial banks were started, but the most important and the one which at 
first appeared to hold out the brightest prospects, namely, the Tata Indus- 
trial Bank, after a somewhat ineffective and inglorious career, soon 
abandoned the industrial side of its work and contented itself for a while 
with ordinary’ commercial banking and foreign ,_exchange business, until 
it was eventually (1923) merged in the Central Bank of India, which is 
a purely commercial bank. The short career and failure of the Tata 
Industrial Bank may, among otlier reasons, be attributed to the fact that 
the Bank was started during a boom and had an extraordinarily difficult 
period to face. Moreover, it committed the blunder of becoming more 
or less the promoter and financier of concerns associated with one firm 
of managing agents.® 

The difficulties of financing industrial enterprises operate with special 
force in the case of small middle-class entrepreneurs who, unlike the big- 
industrial magnates and joint-stock corporations, cannot furnish the 
security of stocks or approved names. Co-operative credit is not suited to 
their case, being useful only for small artisans like the weavers. In these ' 
circumstances, there has been an insistent demand for some financial 
assistance on the part of the state directly or indirectly by some such 
means as guaranteed dividends, direct loans, purchase of finished products 
and so forth. The subject of industrial finance was reviewed at length by 
the Industrial Commission (1916-18) and later by the Central Banking 
Enquiry Committee (1930-1). 

The chief method, that commended itself to the Industrial Commission 
was the establishment of special industrial banks in India. ^ They con- 
sidered that . the establishment of such banks, working on approved lines, 
was of sufficient national importance to, justify Go'Sternment assistance. 
What was required was a bank which could keep in touch with small 
industrialists, was able to estimate the prospects of a fairly extensive 

3 Panandikar, Banking in India, p. 215. 

2 A short account of the origin and working of the system is given in vol. II, ch. ii. 

3 See P. S. Lokanathan, Industrial Organization in India, pp. 258-9. 
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range of industries, and possessed funds which it could afford to lock up 
for a time in securities not I'eadily realizable. They contemplated that, 
whatever other assistance" the Government might give, they should sttpply 
expert advice to industrial banks through the Departments of Industries 
in order 'that the banks might, be in a position to estimate the prospects 
of industrial projects seeking their assistance. The industrial banks would 
not themselves be able to enlist 'the Services of experts, and the Govern- 
ment would do well to "supply the need.^ , Problems in connexion with the 
constitution of industrial banks, as also -the recommendations made by 
the Central Banking Enquiry Committee in favour of the establishment 
of Provincial Industrial Corporations and an All-India Industrial Cor- 
poration, are discussed in volume II.® 

Pending the establishment of such banks, the Industrial Commission 
suggested that the existing joint-stock banks shoifld finance middle-class 
industrialists by advancing loans, subject to a guarantee by the Govern- 
ment, after an investigation by the Director of Industries and his ex 2 Dert 
staff into the financial standing of the applicants and the pro.s]Dects of 
their business. The Cpmmis.sion further recommended that the Govern- 
ment should always pror/ide direct financial aid in a»few cases, such as 
public utility enterprises or those of national importance. Such assistance 
might take the form of a guarantee of dividends, loans of money, an 
undettaking given by the Government to purchase the output, or state 
contributions to the share capital. All these forms of aid should be subject 
to suitable precautions in order to safeguard the financial interest of the 
Governhieht and to prevent the concessions from being exploited by 
foreign capitalists. The financial stringency of the in ter- war years was 
probably on^ of the reasons for the indefinite postponement of vital pro- 
posals, such as the establishment of industrial banks. It is true that State 
Aid to Industries Acts have been in operation in the Punjab, Madras, 
Mysore, Bihar, Orissa and Bengal .since 1923 and State Aid to Industries 
Rules have been issued in Bombay. But these Acts have not been very 
helpful to industrial finance, and in tlic ruggregate only small amounts 
have been advanced under their provisions.® The establishment of separate 
industrial hanks therefore is still a desideratum. The comprehensive 
survey of Indian banking conducted by the Central and Provincial 
Banking Enquiry Committees also served to emphasize further the need 
for a satisfactory solution of the present difficulties of industrial finance. 
In tire questionnaire issued by the Central Banking Enquiry Committee 
special prominence was given to the subject of industrial banks and credit 
facilities for India’s^ main industries, and its recommendations, if given 
effect to, would place industrial finance on a progressive basis. State- 

iSee Industrial Commission Jf?e/)ort, pars. 287-^92. 

2Ch. xi; see also Report of the Central Banking Enquiry Committee, pars. 401-9. 

3 For a. detailed review of the working of these Acts in the various province.5, .see 
Proceedings of the Pif tit Industries Conference [Bnlletih No. 50, of Indian Industries 
and Labour^. 
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aided industrial credit corporations were established in 1936-7 in the 
United Provinces and liengat.i The Bom}>ay Industrial and Economic 
Sui-vey Committee (1940) also strongly recomraencletl a small Industries 
.Bank for the financing of small-scale industries by, the Provincial Govern- 
ment. The recent legislative action (Industrial Financial Cosporation 
Act, 1948) taken by the Central Government ' to establish an Industrial 
Financial Corporation is disaissed in vpj. JI, chap, xi, !^55.^ 

^19. External capital.—The ■ problem of external capital has come into 
special prominence since the acioption of the policy bf pro'x’ction in 
1923. It is generally felt tlrat the advantage of protection to the nation 
would be largely cancelled if foreign capital and enterprise werr allowed, 
without let or hindrance, to take .shelter behind the tariff walls. Even 
under the regime of free trade a considerable number of companies with 
foreign capital establi^ed themselves in the country. Indeed, as we 
have already seen, modern industriali.sm in India owes its inception to 
foreign capital. The question of the right policy to be* adopted with 
reference to foreign capital was examined both by the Fiscal Commission 
(1921-2), and by the External Capital Committee, which was appointed 
in 1924 in connexion with the debates on the Steel Protection Bill in the 
Assembly. 

§20. Amount of foreign capital.— It is difficult to form an accurate estimate 
of the amount of external capital invested in India, but there is enough 
statistical material for a rough estimate.® A recent estimate of foreign 
investments in India by B. R. Shenoy placed them at £2,275 millions 
in March 1945. This was arrived at as follows : Market value of external 
debt = £830.61 million ; multiplied by the wholesale price index, this 
comes to £2,058 million. Add to this £162.40 million, which represents 
the foreigners’ share in rupee loans. This is, however, a ’ considerable 
overestimate as inter alia it does not take into account the large transfer 
of foreign business to Indian hands that has taken place since 1939.* 
Besides, full allowance for the actual rise in security and share prices, 
which in many cases are artificially inflated, is not justified, becau’se even 
if it were decided to buy over all foreign assets, it would not be impossible 
to fix the purchase prices at fair and reasonable levels considerably lower 
than the current levels. 

Further, Indians hold a large and increasing share both in external 
companies and in companies with rupee capital under non-Indian manage- 
ment, fr.r example, in the jute mills, although as against this we must 

iThis question is discussed further in vol. II, ch. i, §14 and di. xi, §34. See also 
N. Das, Industrial Enterprise in India, pp^ 138-40, 

2 For further particulars, see Report of the Bombay Econonkc and Industrial Survey 
CoOT?7jitfeff, par. 219. * 

3 See ‘India Debtor or Creditor?’, aftide in Eastern Economist, 24 May 1946. 

4 Since 1914 tlie tendenqr has been noticeable for the volume of Indian capital em- 
ployed as well as the number of Indian concerns to increase more rapidly than foreign 
capital and foreign concerns. Conditions brought about by the 1939-lS war have greatly 
intensified this tendency. 



420 INDIAN ECONOMICS 

note that companies with I'upee capital registered in India may have a 
large mimber ol' foreign shareholders and the control may be in non- 
Indian hands. Cases in jjoint are the jute mills of Calcutta, the Bucking- 
ham and Carnatic Cotton Mills, Madras, and the Cawnpore Woollen 
Mills.i , V . . . 

Ap:irt from any question- of -an accurate cbmputation of the amotmt of 
foreign capital in India, there is no doubt about the broad fact with 
which we are mainly con ceihed '’here, namely,, that the total amount of 
foreign capital engagec! in this country 'in some form or other is still 
considerable. Many , of the large-scale business enterprises in India, such 
as banks, shipping companies, railways, insurance companies, tea and 
coffee plantations, mining companies, tanneries, etc., arc carried on with 
the help of foreign capital, though in recent years Indian capital is strik- 
ing out new paths for itself and also ihcreasing as regards the aggregate 
amount. 

§21. Foreign capital in India; main issues.— We may now consider the 
question of national policy with reference to foreign capital. Foreign 
capital may enter the country either as loan capital or as investment 
capital. It is generally agreed as regards the former that, while every 
endeavour should be mdde to mobilize the internal Capital resources of 
the country, so long as indigenous capital is not forthcoming sufficiently 
rapidly and in adequate quantity, there is not only no objection to bor- 
rowing capital from abroad but it is positively advantageous to do so. 

. Other countries such as Japan^ and the United States of America, al- 
though intensely nationalistic in feeling and policy, have encouraged 
the use of foreign capital in this form. Similarly, educated non-official 
Indian opinion has not opposed the use of foreign capital in this sense. 
R. C. Dutt, for instance, regarded the policy of raising capital abroad to 
finance state railways as sound and %vell-advised. The foreign investor is 
in this case merely entitled to the stipulated rate of interest and acquires 
rights of control only in the event of default. Instances of this class of 
foreign capital are furnished by the various state and municipal loans, 
bonds of port authorities, bonds and debentures of private companies and 
bank loans.® As Dr Slater put it, ‘as no foreign control enters into the 
question, the main matters for consideration are . . . (i) can a new asset 
be created by means of an external loan which will yield a net annual 

1 In recent years there has been a remarkable increase in the number of joint-stock 
companies affiliated to a nominally Indian concern, e.g. by adding the words ‘ (India) 
Limited ' 

2Cf. ‘India’s position with rsgwd to foreign capital is very different from that 
of Japan. Japan borrow-id abroad to finance her industrial development, but retained 
control of capital in her own hands and eventually evolved from a debtor to a creditor 
nation. . . But India in comparison with Japan has suffered from the limitation that 
her use of imported capital has carried with it outside coniroL over the choice of 
investments, and hence over tire general trend of economic development.’— Hubbard, 
op. ciu p. 273. 

3 See External Capital Committee Report, par. 17. 
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return, directly or indirectly, to the people of India, exceeding the sti- 
pulated ra).e of interest ; and (ii) can the money be borroxved abroad 
on the whole to greater advantage than in- India ? If froth of these cjues- 
tions are answered in the affirmative, obviously the use of external capital 
is advantageous.’ The External Capital Committee, however, intsodticed a 
reservation to -the effect that, in the case of Government aird quasi-Govern- 
rnent loans, the rate of interest should not, Joe the sole consideration be- 
tween an external and an internal Jpan, They suggested that, apart from 
considerations of exchange, resort should be had to rupee loans as far as 
possible rather than to external loans, even though the rate of interest 
on the former may be somewhat more unfavourable, the idea being to 
foster habits of saving and investment, and furnish first-class security in 
the form of Government scrip an^ well-secured bonds as cover for bank 
accommodation to industrial enterprises in India. From this point of 
view in particular we must welcome the recent large repatriation of India’s 
sterling debt and its ultimate conversion into rupee debt? 

Foreign capital, however, normally seeks entry into the country on a 
speculative and profit-sharing basis and involves foreign control and 
management. It is ggainst this class of capital thaj objections are generally 
urged. 

§22. Objections to foreign capital.— The principal points against foreign 
capital have been stated as follows.^ (i) The first obvious objection is that 
the profits go out of the country. To some this objection appears so over- 
whelming that, rather than allow the natural resources of the country 
to be developed and exploited principally for the benefit of foreigners, 
they would like to see a complete ban on external capital even though this 
might result in an indefinite postponement of the industrial development 
of the country. This feeling is particularly strong with regard to ‘ key 
industries ’ or industries important from the point of vietv of national 
defence, and those natural resources of the country, such as minerals, 
which once exhausted cannot be replaced, (ii) The second objection is 
that foreign firms prefer to ,choose as directors persons of their own 
nationality, a partiality which is extended to the selection of members of 
their superior staff, so that Indians have no reasonable chanese^' of rising 
to positions of responsibility. They are also unwilling to train Indians as 
apprentice.s, so that one of the main advantages claimed for foreign capital 
is usually missed, (iii) Lastly, there is the political objection against 
foreign capital, namely that it gives rise to vested interests which' are 
usually antagonistic to the political and economic, aspirations of the 
country. This applies particularly to countries which are politically sub- 
ject nations. The suzerain power in -siich cases helpk foreign capitalistic 
interests to exploit the subject country and to keep it ectaiomically back- 
ward and in return for this favour, foreign capital can generally be relied 
upon to throw its weight and influence against any movement of political 

1 See Fiscal Commission Report, par. 290, and Minute of Dissent, pais. 54-8 ; Exter- 
nal Capital Commltleh Report; pzi. 17; • ‘ - 
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(.;i)iaiic:ip;i.tion or progiess. Even in a country which is politically indepen- 
dent, Jbreign capital is usuhljly found to ally itself with the actual ad- 
iiiiiiistration in the country however oppressive and unpopular it may 
Ite, hccausc its own selfish interests lie more in stability than in progress. 
The interference of foreign investors through Cheir own governments or 
otheru'ise, in the political' and economic affairs of a country where their 
capital is invested, is an ever-present danger. India has had bitter ex- 
perience of all the evils of an unholy alliance between an alien govern- 
ment and foreigti capital. It was only when India’s march towards inde- 
pendence began to appear irresistible, that foreign capital found it neces- 
sary, in sheer self-defence, to identify itself more and more with the 
Indian standpoint, 

§23. Uses and advantages of foreign capital.— There are, however, several 
grounds on which, in spite of the disallvantages noticed above, it may on 
the whole be necessary and desirable to welcome foreign capital subject 
to certain reservations, (i) One of the advantages of foreign capital is 
that, with its help, the process of industrialization and consequently of 
the enrichment of the country is expedited. The country gains from the 
beginning, because the industries, although dependent on external capital, 
cause an increase in the national ■wealth at least in the form of the wages 
paid to the labour that is employed. If the alternative lies between no 
industrial dievelopmcnt and industi’ial development with the help of 
foreign capital, it is clear that the latter is to be preferred from the purely 
economic point of view. No doubt, the country would benefit most if 
profits as well as wages remained in the country, and it is of the utmost 
importance that indigenous enterprise should come forward as quickly 
as possible to undertake the task of the industrial development of the 
countiy, and everything should be done to encourage it to do so. The 
•wages, whether they bear a small or a large proportion to the gross earn- 
ings, undoubtedly constitute a net gain to the country,! But the more 
important gain, apart from that which comes by way of an immediate 
increase of national wealth to the extent of the wages earned, is that the 
foreign capitalist imports into the countiy die technical knowledge, in- 
cluding die possession of valuable patents, and the organization which art; 
needed to give an impetus to industrial development. But this advantage 
can only be reaped fully if facilities are provided by the foreign firms 
to train the people of the country in industrial organization and tech- 
nique. In this connexion it must be noted that although European capital 
has been, sctive for a long time in the field of Indian industry, its pre- 
sence has not resulted it> any appreciable advantage of the character 
described above. Tlxis shows that merely allowing unrestricted entry to 
foreign capital' is not automatically followed by the advantages claimed 
for it. It is neces.sary to impose such conditions on foreign companies as 
are calculated to hasten the industrial education of the country. No u.se- 
ful purpose is served by denying that Indians are, at present, lacking in 
iSee Morison, Economic Transition in India, p. 320. 
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the ({ualities oi; industrial leadership and in industrial knowledge. Hut 
they arc; capable ol: learning the lessons which the West can teach them 
in these respects^ provided they get proper opportunities and facilities 
for so doing. And if they fail to get the necessary initiation into up-to-date 
methods and new ideas -.at the hands of foreigii’ industrialistSj the main 
object of allowing foreign capital to establish industries in the country 
will be defeated. • 

Another advantage claimed for fore'igrt •capital is that it Ijcars the 
initial cost of development and smooths the path of , indigenous enter- 
prise.’ It is, however, a sign of weakness if a country ahvays dejtends upon 
foreigners for taking the risks attendant upon industrial enterprise. The 
commendable initiative shown in recent years by Indian industrialists in 
launching new enterprises such as the aircraft factory and the ship-build- 
ing yard shows that Indians can ’now be relied upmi more and more to 
face pioneering risks attendant on the industrialization of the country. 
Sometimes they also find it advantageous to launch jpint enterprises 
with foreign concerns allowing them a share, but ixjt a predominat- 
ing share, of control. Recent instances are the Biria-Nuffield combine for 
the manufacture of motor cars and the Tata-Irapurial-Cheraical-Industries 
scheme for setting up the dye-stuff industry in’ India. 

§24. Restrictions on external capital.— On a consideration of tire advantages 
and disadvantages of foreign capital, we come to the conclusion that, 
although we must not receive it too freely and with an excess of compli- 
ment, it has an important role still to perform in the industrial develop- 
ment of the country, provided its operations are brought under suitable 
regulation and it is subjected to certain restrictions. The restrictions 
have to be devised so as to reconcile two conflicting sets of considerations. 
On the one hand, foreign capital must be attracted in just the required 
quantities and of just the required kind. If the restrictions arc too rigor- 
ous, external capital is likely to be scared away, to the detriment of the 
country. On the other hand, the total absence of restrictions or excessive 
leniency in imposing them cames with it the danger of foreign capital 
occupying the whole field bf remunerative industiy without any cor- 
responding advantage to the country. The kind of restrictions proposed 
are as follows ; 

(i) Foreign companies should bp incorporated and registered in 
India with a rupee; capital so as to offer facilities for investment to Indians 
and to identify the management vyith Indian national interests. The objec- 
tion that this restriction is likely to be evaded by the formation of private 
instead of joint-stock companies is met by pointing out that the large capi- 
tal necessary for modern <industrial enterprises cannot ordinarily be raised 
by private firms and that, in any case, if such an evasion is seen to occur 
on a large scale, special legislation might be passed to prevent it. 

(ii) Secondly, a proportion of the shares of such companies should 

1 The history of European enterprise in India is briefly dealt with in Buchanan, 

op. cit., ch. iii. 
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be reserved for Indian investors in order to ensure sufficient Indian con- 
trol on the; ninnagcment. A less^ extreme variant of this is that this projior- 
tion shotdd be reserved |or Indian subscribers in all new flotations htr a 
definite period of time. It has been objected against this provision that 
it would utterly useless,- unless restrictions were placed on the free 
transferability of shares subscribed to initially by Indians, but if the free 
transferability were impeded, the^ Indian shareholder would be penalized 
as the result of a restricted rnarket for his shares and the consequent loss 
in their value. On the other hand, the reseivation of a certain proportion 
of the shares for Indians would so far limit the amount of capital in the 
industry, and by les.sening competition would increase the yield to it, 
but this in its turn means that the capitalist would gain at the expense 
of the consumer. Lastly, it is objected that it would be practically im- 
possible to prevent the evasion of all such restrictipns.’- 

(iii) Thirdly, it is proposed that a certain percentage of the directors 
should be Indians, preferably chosen by the Indian shareholders. The 
objection that thfii restriction savours of a narrow racial communalism, 
which is, moreover, fatal to businesslike and effleient management, has been 
met by the counter-arghment that the very idea of imposing’ certain dis- 
abilities on foreign capital because it is foreign, is a kind of communalism 
which, on other grounds, is nevertheless regarded as necessary. Even 
England has not been free from the taint of communalism, meaning there- 
by a certain amount of discrimination against the foreigner. In illustra- 
tion of this, Pandit Malaviya pointed to the provision of the Eirglish 
Overseas (Credit and Insurance) Act 1920, restricting the grant of credit 
only to such firms as possess a predominantly English character. Similarly, 
in India, even under the free-trade regime the Government had already 
accepted the necessity of .such restriction whenever concessions were granted 
to private companies. 

(iv) Fourthly, it is proposed that all companies, Indian and non- 
Indian, should provide facilities for the training of Indian apj^rentices 
and that penal taxation should be imposed for non-compliance. 

It is generally agreed that some such restrictions on foreign capital are 
necessary for minimizing its disadvantages and maximizing the advantages. 
Such restrictions have actually been legalized in the Indian Steel Industry 
ProtecUon Act of 1924. There is, however, a difference of opinion as to 
the cases to which they should be applied. The Majority Reports of the 
Fiscal Commission and the External Capital Committee, for example, 
preferred to, imj^ose these restrictions only when a definite concession 
or pecuniary assistance, such .as a bounty, had been granted by the Govern- 
ment to companies, ftheir general objection to the wholesale imposition 
of these conditions in ail circumstances being' that they would be too oner- 
ous and would therefore be evaded, or, if 'not capable of being evaded, 
•would frighten away foreign capital almost completely. The Minority 

I External Capital Committee Report, Zl-S. 
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Report of the Fiscal Commission, on the other hand, argued that protection 
in itself constitutes an important concession and that logically no distinc- 
tion can be made between favouring an enterprise by definite concessions 
like bounties and favouring it by admission to tfie benefit of a general 
system of larotection, and it opined that the ' restrictions proposed above 
should be applied in all cases, whether particular concessions are granted 
or not. . , , 

The general conclusion that emerges from the above discussion is that, 
in the first place, external capital is in some measure ’ necessary in the 
present circumstances for the purpose of hastening industrialization and 
shortening the period of the consumer’s sacrifice (which will continue so 
long as protective tariffs are maintained) and for providing it with the 
modern equipment of industry. In the second place, however, the inflow 
of external capital must, be controlled so as best to fulfil the objects speci- 
fied above. How exactly and in what circumstances this control should be 
exercised is a matter more of detail than of principle. The difference 
of opinion between the Majority and Minority Reports of the Fiscal Com- 
mission, to which we have referred, arose from the fact that the Majority 
had a very limited faith in the efficacy and \vis5om of, the proposed 
restrictions, whereas the Minority entertained a positive bias in favour of 
them. But there was a fundamental agreement between them as regards the 
national end to be achieved by the regulation of foreign capital. 

How far the methods of regulation suggested will be effective in attain- 
ing the aims kept in view, can only be decided by a process of trial and 
error. If a particular type of control is found in practice to be injurious, 
it is always possible to withdraw it or supply a corrective to suit the cir- 
cumstances of each case. We do not think that irreparable injury will 
result from beginning with comparatively stringent regulations on the 
lines recommended by the Minority Report ; if tirey are found unsuitable, 
they can be changed and moderated as may be demanded by circumstances. 
We dp not believe that capital, that may be scared away as a result of 
restrictions which prove by experiment to be too severe, cannot be coaxed 
back again by relaxing them if and as necessary. A certain initial bias, 
however, in favour of restrictions on foreign capital would fed in con- 
sonance with enlightened Indian opinion. 

§25. Position of foreign capital under the 1935 constitution.— The Govern- 
ment of India Act of 1935 contained a number of provisions with respect 
to discrimination, etc., and they may be summarized as follows : 

British subjects domiciled in the United Kingdom could nof be denied 
the right of entry into British India nor could" any disability be imposed 
on them in regard to' travel, residence, the holding bf property and of 
public office or the carrying on of any occupation, trade or profession in 
British India. ■■ 

No differentiation in respect of taxation against British subjects domi- 
ciled in the United Kingdom or Burma and British companies or com- 
panies incorporated in the United Kingdom or Burma was permitted. 



42G INDIAN ECONOMICS 

British coinjjanies can 7 ing on business in India were eligible for any 
grant or subsidy to the same extent as it was payable to companies incor- 
porated in British Indi^.. . 

No ship or aircraft registered in tire United Kingdom could be subjected 
to any treatment which wa-s clisa’iminatory in favour of ships or aircraft 
registered in British India’. • ' 

Permission was given to Indian legislatures to confine subsidies for the 
encouragement of trade and industry, in the case of companies not engaged 
in such branches? at the time of the legislation, to such bodies as were in- 
corporated under the rules of British Ifidia and which offered facilities 
for training Indians, and had up to half of their directors Indians. 

The provisions with respect to discrimination held good only so long 
as corresponding discriminatory treatment was not shown in the United 
Kingdom against Indians or Indian cofnpanies. Moreover, these provisions 
were to be suspended in case a convention was made between His Majesty’s 
Govei'nment asid the Federal Government ensuring similarity of treatment 
to each other’s Irationals and companies, vifter the establishment of the 
Federation.^ 

Besides the statutefry provisions indicated above, the Instruments of 
Instructions of the Governor-General and the Goverifors gave them wide 
discretionary powers in die matter of assenting to bills, enabling 
them to withhold their assent from any measure which, though not in 
form discriminatory, would in their judgement have a discriminatoi 7 effect. 
In case of doubt as to whether a paiticular bill did or did not offend 
against the intentions of the Constitution Act in the matter of discrimina- 
tion, the Governor-General and Governors were required to reseiwe the 
bill for the signification of His Majesty’s pleasure. 

The principle of reciprocity fay which no restrictions would ordinarily 
be imposed on British enterprise in India unless similar restrictions were 
imposed on Indian enterprise in the United Kingdom was meaningless, and 
had little value in practice when we realize that there is no Indian enter- 
prise in the United Kingdom competing with British enterpxise. To in- 
vest this principle with any real meaning "it would be necessary to secure 
the, rapid, advance of Indian industry and trade until they became com- 
parable to British industry and trade in point of strength and vigour. 
On a literal reading of the provisions against commercial discrimination 
any action that might be felt to be necessary in the national interests and 
in self-defence against the competition of powerful British concerns 
operating -in India would be attended with the most extraordinary diffi- 
culties. , 

All these hampesing restrictions will be swept away now we are masters 
in our own ctmntiy and free to deal with foreign capital as we think 
best in the interests of the country. 

§26. Need for developing internal capital resources.— It is obvious that the 
rSee the Government of India Act (1936), sections 111-18, N. S. Pardasani, How 
India is, Gqverned, pp. 136-7, G. N. Joshi, /ndfan Administration, pp. 1Z2-S. 
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greatest, advantage will be realized when the country is in a position 
to satisfy her requirements for new capital almost entirely from internal 
rather than from external sources. As the External Capital Committee 
remarked : ‘ The real sohrtion of the problem of external capital lies in 
the development of Indfa’s own capital resources.’ In order to, draw out 
tire ‘vast store of dormant capital' in existeiice in India, ‘banking faci- 
lities must be increased and extended ’A ,The important subject of the 
development and reorganization of Indian banking, as also the recom- 
mendations of the Central Banking Enquiry Committed and the Provin- 
cial Banking Enquiry Committees, are pursued in a separate chapter 
on Banking.2 

The replacement of foreign by indigenous capital implies that indus- 
tries should not only be financed by Indians but also owned and managed 
by Indians. This latten point, however, has already been dealt with earlier 
in the chapter. 


iSee External Capital Committee Report, Summary of Rccoramendations. 
a See vol. II, cli. xi. 
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§1. Population.— The following' table, based on the figures of the 1941 
census, shows the area, in tlyjtusands of square miles, and population, in 
millions, of the two Dominions and of the States outside them : 



Popula- 

(miilions) 

Per cent of 
total 

(^OOO 

Per ceiit of 
total area 

Density 

Indian Union 
Provinces 

230 

. . 

57.8 

627 

40.1 

368 

States 

68 

17.6 

418 

26.5 

167 

Total 

298 

75.4 

1,045 

66.6 

299 

Pakistan 

Provinces ^ ... 

66 

16.9 

236 

’ ' 14,9' . 

280 • 

States 

S 

2.6 

129 

1 8.1 

37 , 

Total 

71 

19.5 

365 

j 2.'1.0 

{ 195 

Hyderabad ...| 

16 

4.1 

82 

5.2 

1 198 

Kashmir ...' 

4 

1.0 

82 

, 5.2 


Gratid total ...j 



100 

^■'1,57; 1 

j 100 

i 241 


Nearly 64 per cent of the total Pakistan population is concentrated in 
Eastern Pakistan, which accounts for only 25 per cent of the total area 
of Pakistan. The density of population in Eastern Pakistan is as high as 
718 as against 136 in Western Pakistan. » 

The percentage of urban population is 14 in India and 8 in Pakistan. 

It is olfidally estimated that, as a result of communal disturbances on 
the eve of the partition, 5 million Muslims migrated from India to Pak- 
istan and there was an influx of about the same number of non-Muslims 
into India. This still leaves about 32 million Muslims in India and 15 
million non-Muslims in Pakistan. 

§2. Agriculture.— The following figures relating to the year 1938-9 show 
that nearly half of ^ the total area is uncultivated in both Dominions, 
the proportion pf cultivated land being a little higher in India than in 
Pakistan. Per capita sown area in India is 0.75 acre and in Pakistan 0.64 
acre. 15 per cent of the total area is under forest in India as against 5 

1 This appendix is largely based on Professor C. N. Vakil's timely and useful publica- 
tion, Economic Consequences of the Partition, second edition. 
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per cent in Pakistan. Of the uncultivated area Pakistan has a larger pro- 
portion than India not available for cultivtition. 


Classification of area 

Indian 

Union 

PaWstan 

Hvclcra- 

'bad 

Kash- 

Total 

( in minion acres ) 

area’ 

% 

area 

7o 

area 

area^ 


Net sown 

204 

42 

43 

37 

27 

2 

277 

Current fallow 

47 

9 

11 . 

,, 9 


0.3 

61 

Total cultivated 

251 

51.* 

54 

46 

30 ' 

2.3 

338 

Forests 

Not available for culti- 

74 

15 


5 

' ■ 1 

2 

87 


80 

16 

30 

26 

10 


123 

Otlier uncultivated ... 

86 

18 , 

26 

23 

2 

1 

115 

Total uncultivated 

I 240 

49 

61 i 

54 

[ 

„ 6 

j 325 

Grand total 

1 491 

1 100 

j 115 

100 

j’ 48 

8.3 

j 663 


251 million acrest.or 18 per cent of the cultivated area is under irriga- 
tion in India, while 54 million acres or 36 per cent of the cultivated area 
is under irrigation in Pakistan. Most of the irrigation works, however, 
are located in Pakistan. 

An area equal to 183.6 million acres or 78 per cent in India and 37.7 
million acres or 77 per cent in Pakistan is under food crops. Per capita 
acreage under food crops is 0.61 in India and 0.54 in Pakistan. But owing 
to irrigation facilities, the yield of crops per acre is higher in Pakistan 
with greater scope for reaping more than one crop in the year. Pakistan 
thus enjoys a surplus, while India has a deficit of from 3 to 5 million tons 
of food-grains. 

India has to import cotton and jute from Pakistan. On the other hand 
groundnuts, coffee and tea are entirely Indian products for which Pak- 
istan is dependent on India. 

The position of Pakistan, in respect of milk is more favour^able than 
that of India. Pakistan also has a more abundant supply of Hides. 


§3. Minerals.— It is needless to point out that annual production in India 
is at present far superior to that of Pakistan in respect of minerals. 


Mineral 

India (1944) 

Pakistan (1944) 

Coal (lakh tons) ... ... 

248 '' 


Iron (lakh tons) ... 

23 


Copper (lakh tons) ... 

.3.3 


Manganese (lakh tons) ... 

3.7 


Bauxite (tons) 1.. 

12,135 


Petroleum (million gallons) ... j 

66 

21 

Mica (cwts) ... ... : 

139,000 


Chromite (thousand tons) ■ ... 1 

21 

19 

fe 3 ?psum (thousand tons) ... j 


58 
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§4. Industry and Trade.— Dislocation of the industrial structure may be said 
to be one of the major evil fcoasequences of partition. Artisans and skilled 
workers who were mostly Muslims migrated to Pakistan leaving tlie 
factories in East Punjab alinost witlrout labour. Hindu capitalists fled to 
India leaving factories in West Pakistan without managerial skill. While 
cotton and jute are grown mostly in Pakistan, the cotton and jute mills 
are mostly located in India. , » « 

An idea of the distribution of various industries can be had from the 
figures given below relating to 1942: 


Industries 

India 

Pakistan 

Cotton mills ... 

3§7 

16 

Jute mills 

111 


Sugar mills 

176 

15 

Iron and steel 

36 


Cement factories ... 

ay 


Paper mills 

19 


Glass faotorie.s 

~~“T- 

112 

5 


The total number of^ cotton mills in 1943-4 was 410, 'out of which 
only 15 were located in Pakistan. The textile and jute mills in India largely 
depend upon Pakistan for their raw' material. 


India’s share of the industrial establishments in undivided India is 86 
per cent and of persons employed in industries more than 90 per cent 
are to be found in India. Pakistan lacks many major industries, and in 
average size those she has are inferior to India’s. There is also much 
greater diversity of industrial development in the Indian Union than in 
Pakistan. 

Though Pakistan has a few cement factories, they are dependent on 
India for coal and gunny-bags and her sugar factories have not developed 
pari with the area under sugar-cane. 

The most serious drawback of Pakistan’s industrial structure is the total 
absence of iron and steel factories. 

Pakistan is more preponderantly agricultural than the Indian Union. 
While uifdivided India had a monopoly of the export trade in raw jute, 
the Indian Union is notv the w'orld’s heaviest importer of that commodity 
which has to come to her from Pakistan. Similarly the Indian Union has 
now to import about one million bales of cotton (mostly medium- 
and long-staple) from Pakistan which includes the most important cotton- 
producing areas of undivided India. The Indian Union has an unfavourable 
balance of trade witlr Pakistan as well as with the outside world. One of 
the difficult problems for the Indian Union, and to a lesser extent for 
Pakistan, is that of bridging the gap between exports and imports by an 
increase in the former and a decrease in the latter or both. 

§5. Transport.— (i)12ai7wy.5. The total capital at charge of the Indian 
railways is Rs. 702 crores as against ,Rs, 136 crores of the Pakistan railways. 
Of the total route mileage of undivided India, 77 per cent is in the Indian 
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Union. The following table shows the division of railways according to 
mileage : • 


Indian Union j 

! Miles 

Paldstan 

Miles 

1. N.-W. Railway 

(East. Punjab comm. lines) ... 

1,610 

1. N;-W.- Railway 

Comm, lines 
. Strategic 

3,U0 

1,817 

2. Assam Railway 

Broad gauge 

Metre gauge 

’376 

2. Assam Railway ^ 

Broad gauge 

Metre gauge 

503 

999 

3. E.I.R. -) 

B.B.C.I. 1 

B.N.R. 

G.I.P. ! 

M.&S.M. . fi 

O.T.R, 

S.I.R. , I 1 

Bezwada & Dhor Kuraool J 

21,180 

3. Jodhpur-Hyderabad 
Railway 

319 

Total ... ... ...j 

24,565 

i ■ '• 

6,748 


The Indian -Union is relieved of the burden oPthe strategic lines of 
the N.-W.F. Railways which were responsible for a total loss of Rs. 42 
crores during the period from 1924 to 1946. Acceptance of the scales of 
pay as recommended by the Central Pay Commission and the rising prices 
of stores and fuel are however factors which will to some extent offset 
this relief. 

The movement of refugees severely dislocated tire railway finances as 
well as the general administration in both tire Dominions. During a period 
of two and a half months, the railways were called upon to move as many 
as three million refugees. This strain was too much for the engines and 
bogies that were already worn out and had long needed replacement. 

The future of Indian railways, however, is fairly bright and their posi- 
tion is steadily improving. The following table reveals the enormous rise 


of railway income and expenditure since the Partition ; 

Undivided 1 
India 
1939-40 

Indian 

Union 

1948-9 

Pakistan 
■ 7948-9* 

Gross revenues 

Total working expenses ... 

Net miscellaneous revenue 

Net revenue ... 

Interest charges ... 

Surplus profit ... 

102.73 

69.93 

0.64 

33.44 

29.11 

4.33 

190 

159.78 

2.16 1 

32.38 1 

22.53 

9.85 1 

36.89 

37.15 


The N.-W. Railway and the Assam-Bengal Railway which have been 
split up between the two Dominions earned a profit app'^cciably smaller 
in proportion to that earned by the other railways. This implies that Pak- 
istan will probably have a deficit railway budget, although it has not 
accepted the pay scales of the Central Pay Commission. 

are inclusive d£ revenue under Posts and Teleeraolis. 


The figures for Pakistan 
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Imports ol spare parts from the . United Kingdom apd the manufacture 
of some of them in her own. ordnance factories, the reduction of delay 
in the turn-round of wagons and engines, and drastic measures to check 
ticketless travel have greatly helped to improve the position of railways 
in India.; 

(it) Skipping. Undivided India had only 150,000 tons of shipping 
which amounted to 0.24 pet cent of the world total. Out of this the 
share of Pakistan amounts to not more than 40,000 tons. 

(iii) RoadsI Out of a fotal—nietalled and unmetalled— mileage of 
.315,000, India has 265,000 and Pakistan 50,000 miles of roads. 

§6. Currency and Exchange.— The following were the main provisions of 
the Pakistan Monetary System and Reserve Bank Order, 1947. 

(i) Indian notes were to continue, to be legal tender in Pakistan till 
30 September 1948. 

(ii) On 30 September 1948, the Reserve Bank of India was to retire 
as a note-issuiiig_ authority for Pakistan. Since that date Pakistan has had 
unfettered authority to make her own currency arrangements. 

(iii) After 1 April 1948, the Reserve Bank might issue ‘Pakistan notes 

(iv) Assets equal ip value to Pakistan notes were to ’be transferred 
by the Issue Department of the Reserve Bank of India to the Govern- 
ment of Pakistan soon after the 30 September 1948. 

.(v) Pakistan is to accept Indian notes from the Reserve Bank of India 
in Certain circumstances until 1 October 1949, but they are to be replaced 
by Pakistan notes as and when required. 

(vi) For one year after the issue of Pakistan coins the Indian rupee 
and subsidiary coins will remain legal tender in Pakistan. 

Accordingly Pakistan notes and Pakistan currency have been issued 
from the dates specified. 

Pakistan has had authority to declare the par value of her currency from 
October 1948. Considering the position of Pakistan in respect of foreign 
trade, it is surmised that Pakistan currency will remain on a par with the 
Indian rupee. 

§7. Banking.— The numbcir of banking concerns in the two Dominions 
immediately after the Partition i? given in the table below : 


2,428 

2,513 


1,637 

4,150 


Scheduled Banks : 
Head OfficB.s ... 
Branch OfiSce’s 


Non-Scheduled I Banks : 
Head Offices ... 

Branch Offices 
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Pakistan’s share* of banks was in proportion to population. But after 
the Partition many banks and indigenous bankers migrated from Pakistan 
to India. As might be expected, the result has been a considerable decline 
of banking business in Pakistan. Bank advances ai^d bills discounted have 
declined and time-deposits have dwindled fr'qm about Rs. 39 -crores to 
about Rs. 18 crores. The ■wholesale flight of ilindu capitalists with their 
funds and valuables from Pakistan naturaljy; aggravated the situation. 

The West Punjab Government floated a Finance Corporation with 
a capital -of Rs. 1 crore mainly to finance the cotton ^nd wheat trade. 
Before the Partition this finance was provided by Hindu capitalists. 

As mentioned in the Pakistan Monetary System and Reseive Bank Order, 
1947, a Central Pakistan Bank, called ‘The State Bank of Pakistan’, has 
been instituted since 1 July 1948^ to manage the paper-currency, public 
debt and exchange of the Dominion. The structure of the Bank is almost 
the same as that of the Reserve Bank of India. 


§8. Public Finance.— Estimates of central revenues of both the Dominions 
are given below in lakhs of rupees, based on fig’urei for 1944-5 : 


Heads of Keveuuo 

Shans of 

• Share of 
Pakistan 

Total 

1. Customs 


29,32 

8,97 

38,29 

2, Central excise duties ... 


32,87 

5,27 

38,14 

3. Corporation tax and taxes 
come : 

Ordinary 

Surcharge 

n in- 

52,95 

32,73 

4,43 

2,84 

57,38 

35,S7 

4. Business profits tax ... 


11,00 

1,00 

12,00 

5. Civil administration ... 


1,91 

57 

2,48 

6. Currency and mint 


9,60 

2,86 

12,46 

7. Civil works 

*... 

59 

18 

77 

8. Interest 


1,37 

4 

9 1,78 

9. Opium 


1,04 

' ■ 

1,04 

10. Receipts from States ... 


46 

14 

60 

tl. Receipts in connexion ■with wa 

.1- ... 

14,32 

4,28 

18,60 

12. Net receipts from Posts and Tele- 
graphs ... 

7,89 ^ 

2,36 

10,25 

13. Net receipts from railways 


24,64 


32,00 

14. Deduct share of income-tax distri- 
buted to provinces ... 

—21,25 

— 5,31 

—26,56 

Totals 

200,44 

35,29 

235,63 



These csiiiuates proved substantially coiTect as revealed by the budget 
figures for 1948-9. I’lic estimates in respect of provinces are given belo^v'• 
in lakhs of rupees, based on figures for 1944-5 : 


Pakistan provinces : 
West Punjab 
Sind 

N.-W.F.P. 
East Bengal 
Sylliet 
Baluchistan 




provinces: 
East Punjab 
U. P. 

Bihar 

Assam 

C.P, & Berar 
Bnnibay , . 
Madras ... 
West Bengal 


8,06 

27,47 

12,75 

3.18 

4.92 

9,62 

33,67 

41,24 

14,78 


Partition has brougfit with it an enormous increase of expenditure for 
both the Dominions. For the suppression of communarriots and maintain- 
ing law and order in general it has become neces.sary to strengthen the 
defence and police services. 

Another incidental item of heavy expenditure is in connexion with 
the relief and rehabilitation of refugees. This is likely to continue for 
a few years to come. 

One of the results of widespread disturbances was incalculable damage 
to food crops which greatly rvorsened the food situation in the country. 
The expenditure on food subsidies has con.sequently risen steeply. 

The exira burden, mainly clue to an increase of unproductive expendi- 
ture, besides aggravating inflationary tendencies, has necessitated the post- 
ponement of many nation-building scheme.s that bad been projected. 

Payment of overseas pensions and interest on pre-i)ar).ition loans amount- 
ing to about R.s. 68.5 crores a year is to be the sole responsibility of the 
Indian Dominion for a few years to come. 

^9. The division of assets and liabilities.— A financial agreement, laying 
down bi'oad principles for the distribution of assets and liabilities lietween 
the two Dominions, was signed on 12 DecemberT947. 

On 1 March 1947, the amount of interest-yielding assets was Rs. 1,000 
crores, the ''.’ncovered debt, Rs. 867 crores, and cash and securities held 
on the T'reasury Account, Rs. 514 crores. 

The division under the agreement is apjrroximately as follows: 


(Rs. crores) 


Pakistan 
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0£ t.he (le;bL of 867 crorcs, Pakistan’s share comes to 17.5 per cent. 
One-third of the military stores went to Pakistan which was also granted 
an advance of Rs. 6 crores to enable it to -work its ordnance factorie.s. 

'I’he interest on securities both in India and in Pakistan will be met 
by the Indian Governnieilt alone for some time, after which Pakistan will 
be required to pay its own share. It is to' diMiarge its indebtedness to 
India by annual payments extending ovej; a^jreriod of 50 years, beginning 
from the fifth year of partition. India’s liability holders of securities 
in Pakistan will be about Rs. 7 crores. ’ 
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